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INTERNATIONAL AFFAIRS 


HUNGARIAN—-USSR ECONOMIC COOPERATION VIEWED 
Budapest MAGYAR HIRLAP in Hurgerian 13 Jul 83 p 7 


[Article by Endre Szalipszki and Peter Vanicsek: “Our System of Relations; 
Additional Deliveries As Viewed From Budapest and From Moscow") 


[Text] In every area of the economy, the Soviet Union is 
our country's most important partner. Our economic rela- 
tions likewise are decisive. It is common knowledge that 
year after year we have been purchasing from the Soviet 
Union the most important raw materiale, and sources of en- 
ergy (petroleum, natural gas, and electricity), in substan- 
tial volumes. It is typical of our economic cooperation 
that from time to time we coordinate our plans for a longer 
period ahead, so that we may better supply each other's 
needs. 


Our reporters in Budapest and Moscow inquired about the 
timely questions and possibilities of cooperation. In 
Budapest we interviewed Viktor Ivanovich Ocheritin, the 
Soviet Union's trade representative in Hungary. And in 
Moscow we inquired at the Ministry of Foreign Trade. 


"The turnover of our mutual trade showed dynamic growth in 1982 and this year 
to date, just as it did in years past. In 1982 the total turnover of our 
mutual trade increased by 11.8 percent over the preceding year, at current 
prices, and we expect further growth also this year. The Soviet Union remains 
an important supplier of raw materials and fuels, including petroleum, natural 
gas, coke, iron ore, Sawed lumber, industrial lumber, and other basic sateri- 
als. Im addition, the Soviet Union supplies Hungary with a large volume of 
machinery and equipment: cars, trucks, tractors, combines, machine tools, 
power industry equipment, electronic components, etc. These commodity items 
play en importent role in the Bungerian economy's development. Hungary off~ 
sets these deliveries with mschinery and equipment for the most diverse arcas 
of our economy, and also with consumer goods,” said V. Ocheritin. 


Interview With the Soviet Trade Representative 


[Question] In your opinion, in what areas has our cooperation been strength- 
ened, and where is it necessary to expand the opportunities? 


[Anewer] The cooperation that has evolved in trading agricultural products 
can be termed significant. This year and last year Hungary has shipped large 
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quantities cf various farm and food-industry products, apples and other fresh 
fruits, vegetables, and canned fruit and vegetables. But the commodity list 
includes also seeds, pesticides and other comaodities. This not only expands 
Hungary's export of farm products but also helps the realization of the Soviet 
Union's food progras. 


[Question] Attention has focused on cooperation between Hungarian and Soviet 
enterprises. How can this process be aided? In what areas could we succeed 
by strengthening relations between enterprises? 


[Answer] We can speak of success in agrochemicals. Hungary developed large 
and profitable production capacities sufficient to supply not only the domes- 
tic demand, but also s proportion of the foreign-market demand, including also 
the Soviet Union's demand. Within the framework of the agrochemical agreement 
the Soviet Union supplies large quantities of manufactured fertilizer and 
starting waterials for the production of pesticides, and then it buys back 
finished agrochemicals. Cooperation is mutually advantageous under the olefin 
program, in exchanging ferrous metals, and in the production of motor vehi- 
cles. Good interenterprise relations have developed, for example, between our 
orgenization and the Babolna Agricultural Combine in poultry breeding. And I 
could go om listing a series of favorable examples. 








Our task st present is to expand and intensify our cooperation, and in the 
final outcome to raise it to a higher level. One factor in this would be to 
develop cooperation in the production of subassemblies and parts. Some pro- 
gress has been made in recent years also in this area cf cooperation. For ex- 
ample, the reconstruction of many factories and plants in light industry and 
the service industries has been achieved with the help of Hungsrian enter- 
prises, and we sere negotiating further contracts. This is a long-range and 
promising area of our cooperation, and it must unquestionably be developed 
further. 


[Question] Each year the achievements of Soviet industry and the economy at- 
tract considerable sttention at exhibitions in Hungary, including also the 
Budapest International Fair. The showroom that opened this year on Ors Vezer 
Square quickly became popular. One reason for this is the display of Soviet 
cars. What role do you intend to assign the showroom in the future, and what 
exhibitions will be held there? 


[Answer] The showroom for displaying Soviet commodities features 450 square 
meters of floorspace and 600 square meters of outdoor space, a file-projection 
room that seats 100 persons, and a library of Soviet catalogs and prospec- 
tuses. This showroom actually supplements the Soviet exhibit at the Budapest 
Iaternational Fair. Of course, visitors sre welcome also between fairs. There 
have slready been specialized travelling exhibitions at which Soviet foreign- 
trade enterprises display their commodities, and more will be held in future. 
We will hold symposiums, lectures and show commercials. Since the showroom 
opened, visitors have been able to see the exhibits of the Avtoeksport, 
Energomasheksport, Tekhmasheksport and Zapchast'eksport Soviet foreign-trade 
enterprises. In 1983, aside from the Budapest International Fair to be held 
this fall, the showroom will host an exhibition of metalworking machine tools 
by Stenkoimport, an exhibtion of Soviet books by Mezhkniga, and the special- 
ized exhibitions of a aumber of other enterprises. Litsenzintorg will hold «a 
symposium entitled “What Is New in Electronics." 


2 











Joining the Foud Programs 


Opened in Moscow last winter, the new offices of the Hungarian embassy's for- 
eige trade section add busy. The work of the foreign traders stationed here 
also contributes to the stesdy rise each year of the trade turnever between 
Bungary and the Soviet Union. They tell me that this year the value of the 
trade turnover between our countries will foreseeably exceed 8.0 billion rvu- 
bles. Even a few random examples will illustrate how much work is involved 
before the Bungarian fireign-trade enterprises, knowing and sut.eying the lo- 
cal demand, place their products on the Soviet markets. 


Just recently a contract has been signed under whici. Hungary, over and above 
the annual trade agreement, will supply 25 million bottles of quality wine and 
7 million bottles of champaign to the Soviet Union, worth a total of 30.5 mil- 
lion rubles. Right now negotiations are underway on a Hungarian proposal to 
ship spples over and above the annual quota. Hungary can contribute signifi- 
cantly also toward the realization of the Soviet food program, primarily by 
increasing its deliveries of agricultural and food-industry machinery and 
equipment. Transfer of the technology and know-how relating to industry-type 
corn production systems, etc. also can come isto consideration. 


Ideas have been advanced recently on the feasibility of esteblishing direct 
relations betweeen Hungary and several soviet republics, as a new element in 
Bungarian-Soviet relations. There are several promising opportunities for 
Bungerian enterprises to participate in the reconstruction of light- and food- 
industry plants in the Soviet Union. 


At the Soviet Ministry of Foreign Trade, the following was emphasized in the 
course of evaluating Bungarian-Soviet cooperation: Hungary unalterably re- 
mains fifth among the Soviet Union's trading partners, and the development of 
our trade relations is characterized by rapid growth. During the first three 
years of the current five-year plan, the average annual growth rate of the 
trade turnover has exceeded 10 percent. Hungary and the Soviet Union are ful- 
filling the obligations they assumed in the 1983 trade agreement. In spite of 
all this, however, the foreign-trade organs mst accelerate the coordination 
of the technical specifications, documentation and prices, and also the test- 
ing of machinery and equipment models. The Hungarian and the Soviet foreign- 
trade enterprises are continuing to seek business opportunities specified in 
the annual trade agreements. 


It was noted .c the Ministry of Foreign Trade that the Soviet Union was in- 
porting from Hungary engineering products, telecommunications equipment, elec- 
tronic computers, power industry equipment, buses, portal and floating cranes, 
etc. The large-volume and long-term Soviet orders enabled Hungarian enter- 
prises to produce in large series. Hungarian clothing and knitwear, leather 
shoes, various textiles, pharmaceuticals, fresh fruit, wines, vegetables and 
canned foods were much sought after by Soviet consumers. 


Specialization and Cooperation 
Evaluating the balance for the first half of 1983, the Soviet Ministry of For- 


eign Trade found that our cooperation and trade turnover were being realized 
successfully, but there was still much to be done in a number of questions 
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pertaining to foreign trade. The following were cited as examples: sodern- 
ization of the servicing of machinery and equipsent, more systematic deliver- 
ies and better observation of delivery schedules, improvement of product qual- 
ity, and renewal and expansion of the assortment. 


Collaboration based on production specialization and cooperation could become 
an importent reserve for the expansion and intensification of our trade and 
economic relations. At present, over 30 bilatera) agreements provide the 
framework for Bungarian-Soviet production specialization and cooperetion. 
Most of these agreements concern engineering. 
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REPORT ON ECONOMIC DEVELOPMENT IN FIRST QUARTER OF 198, 


Sofia STATISTICHESKI IZVESTIYA in Bulgarian No 1, 1983 pp III-X; table of con- 
tents on pp VI-VII in English 


[Excerpt] General Remarks 


This publication appears once a quarter and contains annual, quarterly nd 
monthly statistical data grouped by basic indicators characterizing the socio- 
economic development of the Bulgarian People's Republic. 


The program of STATISTICHESKI IZVESTIYA covers 11 divisions: 


Basic data on development of the national economy 
Living standard of the population 


Data for all sectors are grouped according to the organizational structure and 
composition of enterprises during the period in question. National economic 
sectors and sectors of industry have been brought into conformity with the 
designation of the sectors of the national economy approved by Lew No. 309 of 
19 April 1979. Indicators expressed in terms of value are published in prices 
of the year in question. Annual indices of industrial and agricultural output, 
of capital investment, of goods turnover and prices, of foreign trade, and 
monthly indices of industrial output have been calculated from values in com- 
parable prices. Annual indices are calculated with the year 1970 as base, 

@ period of less than a year are calculated with the corre- 
sponding period of the preceding year as base. Data on personal services to 
1 January 1982. 

















All data are preliminary and subject to amendment in subsequent issues. 


Explanations of abbreviations and symbols 
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Development of National Economy during First Quarter of 1983 


Good results were achieved during the first quarter of 1983 in further imple 
menting the policy of universal intensification of the national economy and in 
raising the people's living standard. 


Pulfillment and overfulfillment of the quarterly plan was achieved in respect 
of the basic indicators characterizing the scale of socioeconomic development. 


The social productivity of labor rose 5.4 percent over the first quarter of 
1982 and provided 80 percent of the increase in the net output of economic 
organizations. 


Industry 


The economic organizations and enterprises of industry overfulfilled the plan 
for the production and sale of output. State industrial enterprises produced 
6.7 percent more total industrial output than in the first quarter of 1982. 
The greatest increase was realized in the following: enterprises of the 
electrical engineering and electronics industry, 17.5 percent; the production 
of electric and thermal energy, 13.8 percent; the machine-building and metal- 
working industry, 9.0 percent; the glass and chine-and-faience industry, 
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8.9 percent; the chemical and rubber industry, 7.2 percent. The total output 
of state and cooperative industrial ente~prises increased in all okrugs with 
the exception of Veliko Turnovo, Vidin and Yaabol. A greater increase than 
the national average was achieved by the following okrugs: Ruse, 14.7 per- 
cent; Sofia. 13.9 percent; Mikhaylovgrad, 13.2 percent; Shumen, 12.2 percent; 
Razgrad and Stara Zagora, 10.4 percent; Burgas, 10.0 percent. 


A number of industrial products of importance for the national economy and for 
export were produced in excess of figures targeted in the plan. In comparison 
with the first quarter of 1982, 7.3 percent more electric energy was produced; 
6.7 percent more steel; 5.4 percent more electric motors; 9.5 percent more 
battery-powered trucks; 26.7 percent more motor trucks; 30.2 percent more 
television sets; 5.5 percent more nitrogen fertilizers; 18.1 percent more 
asbestos cement pipes; 1.4 percent more paper; 28.4 percent more furniture; 
2.1 percent more cotton fabrics; 4.0 percent more woolen fabrics; 8.8 percent 
more silk fabrics; 25.2 percent more sewn goods; 4.7 percent more meat; 13.5 
percent more brynza [a sheep's milk cheese); 8.6 percent more edible ve,ztable 
oits; 6.5 percent more tobacco products. 


The per-capita productivity of the labor of industrial production personnel in 
state industrial epterprises incveased 5.0 percent over the same period of 
1982. This increase was greatest in the following: enterprises of the elec- 
trical engineering and electronics industry, 14.4 percent; the production of 
electric and thermal energy, 7.5 percent; the chemical and rubber industry, 
6.0 percent; the construction materials industry, 5.7 percent. 


Capital Investment 


Capital in the amount of 1,103,000,0W leva was invested in the national econ- 
omy. More than 74 percent of thi~ was channeled into physical production sec- 
tors. Of the total volume of capital investment, 35.0 percent was used for 
the modernization and reconstruction of existing production capacities. In 
comparison with the first quarter of 1982, greater capitel investment was rade 
in the following sectors: industry, asriculture, transportation, communica- 
tions, housing and sunicipal services, personal services, scie-ce and scien- 
tific services, education, culture and art, health care, social security, 
physical education, sports and tourisn. 


Up to the end of March, capital assets worth 400.5 million leva were put into 
operation, 42.4 percent more than in the same 1982 period. 


Agriculture 


Agricultural organizations were better prepared for spring field work than 

last year. Spring planting began earlier and the standard of performance was 
better. A considerably greater acreage was planted to alfalfa, sugar beets, 
onions, green peas, oats and other crops. The fall plantings of wheat and bar- 
ley wintered well and were manured with synthetic fertilizers. In many areas 
of the country arrangements were sade for the irrigation of winter wheat and 
preparation for the masse irrigation of spring crops was expedited as well. 














_ — 








Measures were taken to provide additional sources of water and to employ im 
proved irrigation techniques on large tracts. 


Favorable results were achieved in anina] husbandry. The number of swine in 
agricultural organizations sections increased 1.8 percent over the first quar- 
cer of 1982; the number of poultry, 5.1 percent. There was a 10.8 percent in- 
crease in milk production, an 18.8 percent increase in egg production. The 

productivity of agricultural animals improved. The average milk yield per cow 
on fodder increased from 706 to 782 liters, while the average egg yield per 

laying hen increased from 47 to 51 eggs. 


More meat (live weight) was purchased—6.1 percent; more milk—11.2 percent; 
more eggs--24.4 percent. 


Transportation and Communications 


The organizations in common-carrier transportation hauled 9.0 percent more 
freight than in the first quarter of 1982. There was 2.7 percent more freight 
hauled in rail transportation, 10.6 percent more in common-carrier motor 
transportation, 10.1 percent more in maritime transportation, 12.9 percent 
more in river transportation. There was a 3.0 percent increase in the poultry 
carried by motor transportatica and a 15.1 percent increase in the poultry car- 
ried by civil air transportation. Labor productivity grew 5.7 percent in rail 
transportation, 2.3 percent in motor transportation, 21.7 percent in river 
transportation and 4.2 percent in civil air transportation. 


Revenues in the amount of 99,228,000 leva were realized from communication 
services during the first quarter of 1983, or 9.6 percant more than in the 
same 1982 period. The postal system was expanded by nine new PTT [posts, 
telegraphs and telephones] stations, including eight in villages. Some 36,190 
new telephone stations were installed; 69 new telex stations were opened; 


three radio transmitters end eight television retransmitters came into opera- 
tion. 


Living Standard and Internal Trade 


During the first quarter of 1983 measures to raise the people's living stand- 
ard and to satisfy their material and spiritual needs more fully continued to 
be implemented successfully. 


On the basis mainly of improved labor productivity and the increase of social 
production, the pay of manual and office workers in the national economy rose 
in comparison with the first quarter of 1982. The average monthly pay of 
manual and office workers in state and cooperative industry increased from 193 
to 198 leva; there was an increase likewise in the average monthly pay of 
manual and office workers in construction, internal trade, and in rail, motor 
and maritime transportation. 


In comparison with the first quarter of 1982 the total volume of services per- 
formed for the public rose 10.5 percent. There was a significant increase of 
per-capita services in the following: maintenance and repair of motor 
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vehicles, 30.6 percent; maintenance and repair of television equipment, 20.6 
percent; maintenance and repair of household appliances, 12.5 percent; dry- 
cleaning, 8.3 percent; construction and repair services, 11.8 percent etc. 
There was significant improvement in transportation and communication services 
for the public. Passenger seating in buses, trolley-buses and streetcars per 
10,900 population increased from 936.9 in the first quarter of 1982 to 982.5 
in the same 1983 period. Telephone stations per 1000 population increased 
from 96 to 97. 


In keeping with the requirements of the October (1981) National Conference, 
the production of consumer goods increased. Five percent more Bulgarian-made 
and imported goods were made available for marketable goods than in the first 
quarter of 1982. 


The retail goods turnover that was achieved amounted to 3,053,000,000 leva and 
was 4.7 percent larger than the volume achieved in the first quarter of 1982. 


In comparison with the first quarter of 1982, more of the following commodi- 
ties, as indicated, were sold: meat, 3.3 percent; meat products, 4.2 percent; 
edible vegetable oils, 5.2 percent; sugar, 7.4 percent; milk, 3.3 percent; 
brynza and kashkaval [yellow cheese], 3.6 percent; fresh vegetables, 6.9 per- 
cent; fresh fruits, 1.2 percent. There were increases also in the sales of a 
number of important nonfood items such as sewn goods, knitwear, shoes, furni- 
ture, television sets, radio receivers. 





Foreign Trade 


During the first quarter of 1983 new progress was made in the development of 
foreign trade. Foreign commerce amounted to 5,400,200,000 foreign-exchange 
leva, or 9.4 percent more than in the same 1982 period. Our trade relations 
with the socialist countries developed successfully. They accounted for 

79.4 percent of the country’s exports and 81.8 percent of the imports. In 
comparison with the first quarter of 1982, more machinery and equipment for 
production purposes, more construction materials and parts, more food products, 
industrial consumer goods etc. were exported. The progressive changes in the 
export structure were expanded. Machinery and equipment for production pur- 
poses accounted for 50.5 percent of the country's exports as against 49.0 per- 
cent in the first quarter of 1982. In comparison with the same 1982 period 
there was a 5.1 percent increase in the imports of fuels, mineral stocks and 
metals; a 9.6 percent increase in the imports of chemicals, fertilizers and 
rubber; a 15.6 percent increase in the imports of raw materials and products 
obtained by processing them; a 25.1 percent increase in the imports of machin- 
ery and equipment for production purposes. 
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BULGARIA 


NATIONAL ECONOMIC PLANNING IN BULGARIA DISCUSSED 


Prague PLANOVANE HOSPODARSTVI in Czech No 4, 1983 pp 81-90 





(Article by Eng Karel Cipek, ScC, Research Institute for National Economic 
Planning and Management: "National Economic Planning in Bulgaria] 


exf] The process of developing the planned management system in the BPR 
ian People's Republig/ demonstrated a long-term, uninterrupted charac- 

ter, as confirmed by the fact that as early as in 1956 the plenum of the BCP 
Central Committee outlined the postulates for the further improvement of 
the socialist management system. The process of decentralization began in 
1964. The excessive number of indicators stipulated by the administration 
was cut back during the 1964-1977 period; the role of qualitative economic 
indicators and their employment as incentives were enhanced. Planning tech- 
nology was improved, however, the fulfillment of the plan of volume indica- 
tors continues serving as the basic criterion. 


Since early 1978 the economic mechanism has been applied as a unified systen. 
It has been introduced gradually in individual branches of the national 
economy (in industry since October 1979). 


A New Approach to Planning as an Essential Factor in the Management of 
Bulgarian Economy 


A new approach to national economic planning demands that the plan for socio- 
economic development include not only indicators but also concepts and 
programs for the development of society. The multiplying approach implemented 
in the BPR conforms with the demands of the Research and Development /R4)/ 
revolution. The multiplying effect will be achieved by means of a strong 
final national economic effect based on uninterrupted multiplication of the 
results achieved in every sector of the process of replacement. This requires 
that every issue be approached from the position of overall party and state 
strategy and policy. 


In the future, the unified plan will no longer determine the operations of 
ecomomic organizations but outline the main directions in the development of 
the forces of production, participation in the international division of 
labor, policies for cadre training and employment and so on. “he plan vill 

be fulfilled primarily with the aid of economic stimuli and penalties. Central 
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organs will, therefore, dispense with such methods as decrees, prohibitions, 
etc., and base management on economic incentives.! When preparing the 
plan, most attention will be focused on the final result and not on ongoing 
activities. Determination of prices, rates, proportions and strategies re- 
mains the main content of the plan. When determining proportions, the 

plan will consider the demands of the market and, at the same time, the 
active role of the market in the fulfillment of the objectives of the plan 
will be emphasized. 


The relations between centralized and decentralized planning has thus been 
adjusted according to the principles of democratic centralism and the inde- 
pendence of economic organizations (EO) in the selection of the most 
efficient variants of their production and economic operations has been 
expanded. The point of departure here is the premise that their independence 
may be relative, so that no absolute division of EO occurs. Instead of the 
eight former indicators, only five have been approved for economic organiza- 
tions; naturally, these are overall indicators. 


In the production of goods, the central plan includes only the basic assortment 
and amount, so as to maintain systematically all main balances of the state. 
Here it proceeds from the premise that EO have the right to manage certain 
commodity-money relations which are intrinsic and germane to socialist produc- 
tion. This is reflected in their right to sell freely some of their 

products through the retail network and even in their own so-called company 
stores, and in foreign markets through foreign-trade organizations on commis- 
sion. The above-mentioned products are marketed in a specific territory at 
so-called ceiling prices according to the agreement with appropriate regional 
national committees. Ceiling (marginal) prices are set for goods and services 
whose prices must be differentiated according to the area, season and period 
in view of the conditions of the products and marketing as well as in cases 
where the upper price limit must be controlled. In the future, th authority 
of EO will be further expanded in this direction. Their direct contacts 

with foreign markets will be mediated at the currency fund which will be used 
for imports of machinery, equipment, industrial technology, etc. 





Within their free capacity, EO themselves select the type and volume of goods 
they will produce according to consumer demand and available resources, 
including supplies imported with short-term foreign-currency credits. 


Indicators, such as social labor productivity, profitability, exchange 
coefficient, etc. are determined only during counterplanning by economic 
organizations; this is not regarded as weakening but rather as reinforcement 
of central planning. The feasibility and efficiency of the plans will be 
enhanced by improved correlations of the balance between satisfaction of the 
needs and marketing of the products, and between material resources, labor 
forces and production capacities. The production in material units is 
stipulated by state-planned tasks and must not exceed the production capaci- 
ties of a given manufacture. Optimum supplies of material, financial and 
currency resources and production capacities will be gradually developed. 
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Work teams and collective organs of EO and their units may adjust the counter- 
plans at any time, provided that the tasks stipulated by the state plan 
have been fulfilled and contractual obligations met. 


New adjustment of the contractual system is narrowly connected with the 
planning of production. Suppliers must conclude agreements, in accordance 
with the limits of supplies. Superior organs and the Ministry of Supply 

and State Reserves deal with controversial issues. Mandatory planned tasks 
of the units of EO cannot state the amount of production in its natural 
expression which is not based on guarantees of appropriate raw materials, 
cooperation in delivery and so on. Direct contracts are signed by 

suppliers and consumers for products other than mandatory natural indicators. 


Investments are centrally managed only for projects of state importance, 
otherwise no limits on investments have been set for economic organizations 
since 1978; however, they are stipulated in counterplans on the basis of an 
agreement with the bank (concerning the need for, and the effect of the 
projects), construction organizations (concerning construction projects) 
and suppliers of equipment (on terms and conditions of deliveries). 


Improvement of the Organization in the Drafting of National Economic Plans 


An important base for the most significant aspect in the mechanism of planned 
management--the system of national economic plans--is its drafting organiza- 
tion. It is an idiosyncracy of the BPR that the main directions of the above- 
mentioned organization are approved by the BPR State Council as a permanent 
organ of the National Assembly which adopts decisions concerning vital prob- 
lems stemming from the drafting of plans and their fulfillment. 


During planning operations special importance is attributed to central mana- 
gerial organs, especially the State Planning Committee as the principal spec- 
ialized planning agency. Noteworthy is Bulgarian practice whereby this 
committee provides methodological planning guidance in the BPR on all 

levels of social planning, otherwise its participation in specifications 

of the planning documents is similar to that of our SPK {State Planning 
Commissiop/. 


An interesting characteristic is the fact that the role of the Bulgarian 
National Bank (and other banks) as a planning organization has been enhanced 
in recent years. As the central managerial agency, it participates in 
national economic management; in accordance with its competence it regulates, 
coordinates and controls the plan and all its operations are aimed at a highly 
efficient socioeconomic development of the country.“ The ministries and other 
organizations must agree with the bank on the approval of their plans and 
proposals for basic indicators of investments and their efficiency (including 
proposals for msodernizations and reconstruction of production assets) as well 
as on necessary credits for fixed assets and working capital. Their credit 
funds help promote the implementation of the approved general outlines for 
specialization and concentration of production. 
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If the decisionmaking process affects main proportions and balances of the 
plan, the banks coordinate them in advance with the State Planning Committee 
and appropriate managerial ministries; if necessary, they submit them to 

the Council of Ministers for consideration. 


Following the concepts prepared by Bulgarian economists, the ministries work 
out and implement the strategy for the development of branches; in this 
respect they are responsible for the work not of individual organizations 
but of the entire branch. They should not intervene to decide matters con- 
cerning the operation of economic organizations. They serve as headquarters 
for the R&D development in their field and must render assistance to organi- 
zations in their counterplanning. The government allocates them resources 
for their funds of technological development and foreign currency to be used 
as incentives for the organizations. 


Control figures and tasks planned by the state are no longer approved by the 
ministries as directives but instead, by the Council of Ministers. That will 
guarantee stability in the operation of economic organizations and prevent 
their disclosed assets from being siphoned off.~ If such siphoning occurs 

on the basis of the counterplan, it will be regarded as illegal and prosecu- 
ted. 


State tasks are always set lower than the internal potential of work teams 
which will include them in their demanding counterplans. 


A specific feature of the BRP is a party and governmental commission organized 
to discuss projects and counterplans of branch ministries and other depart- 
ments which draft them pursuant to directives approved by the Council of 
Ministers. 


We may also learn from the activity of territorial planning organs (planning 
sectors in executive councils of district national councils, or as the 

case may be, district planning commissions) coordinating the operation of 

EO on a given territory regardless d@& their subordination. They cooperate to 
utilize more efficiently material, financial and labor resources and submit 
to the planning organs their own proposals concerning deployment of manpower. 


The Central Council of Bulgarian Trade Unions is directly involved in the 
processing of the proposals for unified plans of the BPR. Trade unions 
assist especially vigorously in the processing of plans for the social 
development of work teams in terms of labor protection, upgrading the 
structure of worker qualification, etc. 


Since 1977, new planning technology has been introduced in the BPR for the 
purpose of harmonizing the interests of society, work teams and individual 
workers so that the highest amount of hidden assets may be disclosed while 
drafting the plan. 


According to the decision of the Council of Ministers of February 1978, the 
preparation of the five-year plan for the 1981-1985 period was conducted 
in several stages. In the first stage (1978-1979) current prognoses were 
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updated and new prognoses and comprehensive programs drafted (in the area 
of R&D and internal economic relations). 


In the second stage, the managerial ministries and other departments pre- 
pared a proposal for the socioeconomic development of the BPR in 1981-1985 
and up to 1990 and submitted it for approval to superior organs. Accordingly, 
the State Planning Committee-—-with the ministries--coordinated it with 
appropriate age..‘es of the CEMA member countries. Proposals for a long- 
term plan up to °° was processed in the same way. 


On the basis of international coordination mentioned above, the proposal for 
socioeconomic development was specified in further detail during the third 
stage and on its basis the managerial ministries submitted for approval the 
directives for the period of 1981-1985. 


Proceeding from the approved directives, updated prognoses, comprehensive 
programs and critical analyses of actual conditions for operations in 
production economy, enterprises, economic organizations, ministries and 
district national councils drafted their 5-year proposals for improving 
socialist labor organization, for engineering projects and for counterplans. 
The first variant of the counterplans must follow the approved directives. 
Their second variant (or variants) must apply the more relevant R&D achieve- 
ments, resolve the more extensive tasks and achieve a higher standard of 
efficiency than the first variant. 


Organizations and agencies must coordinate the processing of the counter- 
plans and territorial comprehensive programs, resulting in coordinated 
agreements and contracts. 


In conjunction with the plan for 1979 and 1980 the BPR switched to 2-year 
specifications of the 5-year plan. In the opinion of Bulgarian economists, 4 
the main advantage of 2-year planning lies in the options created for 

speedy introduction of R&D progress into practice, for further improvement 

of the socialist labor organization and planned economic management. Currently 
the long-term and the 5-year plans are continuously updated and coordinated. 


Furthermore, the counterplans and engineering projects are processed within 
the 2-year plan and with their aid comprehensive solutions to technical and 
technological questions and problems of labor organization are resolved. 
Engineering projects represent a long-range study of a comprehensive develop- 
ment of production and economic operations and social development of work 
teams on various level of management. Their prime objective is to improve the 
efficiency and quality of appropriate operations on the basis of the most 
thorough disclosure and untapped assets in terms of work forces, equipment 
and products. Individual studies and measures constituting a part of 
engineering projects are concluded by the stipulation of standards and work 
norms. 


As for the counterplans, they are processed on the basis of mandatory tasks, 
directives, technical-economic solutions based on engineering projects, and 
personal and collective plans of workers and specialists, applying the 
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star“s"4s and work norms stipulated on the basis of engineering projects. 
Sxanch and territorial organs and organizations discuss among themselves 
tieir plans in terms of the obligation to justify the counterplans. Finally, 
superior organs evaluate the counterplans and issue further speci fications, 
The unified plan for socioeconomic development of the BPR is adopted at the 
same time and accordingly, state tasks are approved; however, the tasks 
stemming from the directives may be modified in individual cases. 


Certain problems occurred during the organization of the work on the 5-year 
plan for the 1981-1985 period; basic directions were then articulated to 
resolve them and to improve this ares, according to which it is necessary: 


--to involve work teams and individual workers as much as possible in the 
process of planning and thus, to stimulate them with economic incentives so 
that they disclose the untapped assets of the enterprise; 


--to intensify the correlations and justifications of the plan; to stipulate 
and maintain the procedure and the schedule for the drafting and implementa- 
tion of the plan (for instance, the program for the development of R&D 
progress used to be prepared in advance of other comprehensive programs) ; 

to set a longer term for the assessment and specification of the directives 
which will serve as a continuous criterion for the evaluationd the plans 
and of the fulfillment of the planned tasks; 


--to achieve comprehensive coordination of the plans between individual 
organs and organizations in order to ensure the production, supply of 
material resources and marketing of goods, namely, by appropriate contracts; 


--to utilize comprehensive interdepar'sental groups when preparing the 
prognoses, programs and projects (including the involvement of experts, 
scientists, trade unionists and members of scientific and technological 
associations, and of other social organizations). 


According to the Regulations for the Economic Mechanism in force since the 
beginning of 1982 (for the Eighth 5-Year Plan), the plans for socioeconomic 
development of the BPR are based on the following: 





--comprehensive national goal-oriented programs for improving the people's 
living standard, development of foreign economic relations and socialist 
integration, implementation of R&D progress and investments, development of 
specialization and cooperation on the basis of the multiplying approach, 
environmental protection, training of cadres, etc; 


--interdepartmental, departmental and territorial long-range goal-oriented 
programs; 


--consultations on economic and R&D policies of the CEMA member countries; 
--prognoses, international comparisons and analyses. 


The following programs are compiled on those bases: 


16 











ee 





--the long-range plan stipulating the strategic directions for socioeconomic 
development and the means to achieve it; it is specified on the national 
level, and branch and territorial cross sections, according to 5-year plans, 
and implemented by 5-year plans according to individual years; 


--a general outline of the branch structure (branch strategy), a general 
outline for the territorial deployment of production forces and unified 
territorial plan (territorial strategy); 


--the 5-year plan for socioeconomic development, including tasks of compre- 
hensive goal-oriented programs, general outlines and the long-range plan 
according to the stipulated priorities and resources of the cour:ry in the 


cortesponding period. 


Application of Experience from the Drafting of the Eighth 5-Year Plan in 
the BPR 


On the basis of the experience gained thus far by upgrading the methodology 
of national economic planning, new methodological instructions and indicators 
("the white book”) were applied in the BPR when drafting the 5-year plans 
for socioeconomic development of that country. The most prominent character- 
istic of these instructions, according to which the plan for 1981-1982 and 
the Eighth 5-Year Plan were drafted, is the establishment of a system of 
interrelated methodological regulations which facilitate a more comprehensive 
and systematic approach to planned decisionmaking and satisfaction of 
society's final needs. A new method is used to resolve at the same time the 
problem of economic efficiency of production (including social efficiency) 
and the problem of correlating the plan for R&D advancement with other sec- 
tors and indicators ofthe plan. 


Because thus far the integral efficiency indicator could not be applied, a 
scientifically justified system of efficiency indicators is used; however, 

it does not allow for the adoption of unequivocal decisions. On the con- 
trary, it involves a risk that one or another indicator may be subjectively 
chosen. Although practical application of this system is possible, it cannot 
precisely assess the efficiency of a specific decision. 


The section on efficiency contains the indicator for the evaluation of the 
focus of the plan (lower demands for finances, materials and labor) which 
utilizes the USSR experience. The above-mentioned indicators are compared 
with top achievements in similar types of production, with cctan’ards and 

work norms and with the tasks of superior organizations; the ef‘ect of internal 
and external factors is concurrently analyzed and so is the gorwth of labor 
productivity which provides the basis for the determination of earnings in 
accordance with the new economic mechanisn. 


The correlation of the "R&D" sector with the investment indicator and with 
material costs, standards and work norms, wage funds and profits has also 
been intensified. Projects of R&D programs are fulfilled with the aid of 
control figures, by mandatory planned tasks. 
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When organizing the drafting of the plans, Bulgarian economists demand that 
the balance of the planned variant, which is the basis for the determination 
of the control figures, must be justified and integrated. When justifying 
the control figures they gained valuable experience using the optimum 
mathematical economic models facilitating more accurate solutions to 
individual problems, even though they have not been unified in a single 
systen. 


Extensive international data are at the disposal of Bulgarian national 
planning organs and organizations, however, in order to clarify and 
resolve the problems with a plan, EO must become more involved in the 
drafting of proposals for mandatory state tasks. For that purpose they 
must participate also in the preparation of national prognoses and compre- 
hensive goal-oriented programs. 





Economists of the BPR share the view that absolute harmony must be achieved 
between the plan for economic operations and the plan for social development 
of work teams. Social planning must focus also on problems related to 
personal self-realization of personality in working collectives. 


Correlation of Natural and Market Indicators of the Plan 


According to Bulgarian economists, correlation of market and natural indi- 
cators is of prime importance for the achievement of correct proportions 
in economic development . © Here the whole system of indicators of the plan 
for socioeconomic development is subordinated to the objectives and tasks 
of individual state plans. 


The nomenclatura of natural planning indicators and its documentation must 

be applied in the planning and documentation of all branches of material 
production and in operations of the nonproduction sphere. They are further 
broken down into details according to branches, sectors and operations, and 
used on all levels of the management when drafting the 5-year plans with 
l-year and l-year prognoses, and annually updated. Natural indicators of 

the plan are correlated with the standards and work norms for the consumption 
of raw materials and materials and automatically computed in 2,000 categories, 
thus coordinating materials management. 


As for the accounting system of materials management, their distribution 
and utilization, the State Planning Committee processes the accounts of the 
most essential raw materials, materials, fuels, energy, machinery, equipment 
and products. About 220 types of machinery and equipment are registered 
nationwide. Ministries and other departments which manufacture the major 
share of the goods prepare material accounts. 


The State Planning Committee and the Commission for a Unified Social Data 
System approve the nomenclatura of products for which standards and work 
norms--of consumption of labor, raw materials, materials and the utilization 
of production capacities--are specified. Accordingly, together with the 
ministries (departments) and their subordinate units, they stipulate and 
update appropriate standards. Standards for the consumption of basic 
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material resources are elaborated by a special unit of the Institute for 
Scientific Planning at the State Planning Committee. 


A method of justification of market indicators-——including basic factors of 
national economic balance, balance of interdepartmental relations and the 
structure of materials management--was described in the program of exchange 
of experience. 


Operations of enterprises and other organizations are assessed on the basis 
of efficiency indicators. Pursuant to methodological instructions approved 
by the State Planning Committee in 1980, the stress of the plan is determined 
on the basis of indicators expressing the rate of reduced cost-intensity, 
material-intensity and labor consumption in production. Indicators of 
actual production of goods and total income for distribution, according to 
which the wage fund is determined as the resultant residual quantity, 
represent the economic approach in the operation of EO. 


The above-mentioned exchange of experience discussed the method of stabiliz- 
ing planned tasks of organization and enterprises. Pursuant to Decree No 4 
of 16 February 1981 by the Council of Ministers, mandatory state plans, 

work norms and limits may be adjusted semiannually in case of confirmed 
changes in objective conditions of the production and marketing in the follow- 
ing areas: 


--if fixed assets have not been put in operation; 


--if agreements on marketing of goods in domestic and foreign markets have 
not been concluded; 


--if there are excessive stockpiles of materials in terms of projections for 
a given planning period. 


New methodological directives, formularies and indicators for the drafting 
of 5-year plans in the BPR are based on decisions of the llth BCP Congress 
(1976), the All-State Party Conference (1978) and documents pertaining to 
the application of a new economic approach to economic management. The 
section on production costs has introduced new forms of the planning of 
changes in production and material costs and basic technical economic factors 
which facilitate the correlation of natural and market costs, including 

their accounting. 


To balance an optimum plan and thus, to reconcile the material and market 
values in the process of replacement, several policies, either alreadr in 
force or proposed for the planned management of the circulation of gc , may 
be, in my view, of special importance. The same significance may be 
attributed to the creation of the most extensive resources of materials, 
capital and foreign exchange and production capacities with the objective of 
preventing all resources and supplies from being exhausted in the initial 
stages, or for raising demands above the level of available resources. For 
that reason, counterplans and production above the plan also count on exploit- 
ing hidden assets. The theses of the 12th BCP Congress call for more 

balanced plans. 


19 

















Concept of the Financial Data and Its Place in the National Econoric Planning 
System 


As in other socialist countries (for example, in the USSR and CSSR), the 
plans in the BPR are assessed by means of factor analysis. Methodological 
instructions for the plan were proposed early in 1980; the section of the 
instructions related to production costs presupposed that their changes 
would be planned above all on the basis of improved technical standards of 
the production application of R&D achievements, introduction of computer 
technology and other factors. 


The data exchange focused also on the method and methodology in the planning 
of financial-economic import-export relations in financial plans of state 
economic organizations. In some instances, bonuses for exports mitigated the 
negative effect of international prices on profits of EO. 


The BPR applies financial mechanisms as incentives for production and pressure 
to promote the efficiency and quality of the replacement process, using for 
that purpose preferential pricing in case of technically advanced and 

modern goods and penal price reductions in case of third-grade products. 
Economic organizations and their sectors are penalized for producing defective 


goods. 


Differentiated interest on credits is used to regulate the development of 
supplies. Approved indicators expressing the rate of currency circulation 
are nonobligatory. Excess supplies of especially essential raw materials and 
materials in short supply, created in the interest of the national economy, 
are given credit at preferential or regular interest rates. 


Standardization of currency follows the approved methodology and is 
differentiated for individual branches and operations. 


The economic approach in capital investment is based on the premise that 
EO should finance their growth from their own internal resources or with 
bank credits. Only in exceptional cases is construction of individual 
material production projects financed from the state budget; this concerns 
above all facilities for power engineering, mining branches and for newly 
founded EO. Internal resources are derived from full capital depreciation 
and payments (allocations) from total income according to a norm stipulated 
by the EO (not below the bottom limit approved by the government). The 
share of internal resources will be increased in the future. 

7 
The main precondition for the grant of bank credics is the efficiency of 
specific projects. The share of credit in individual branches ranges from 
30 percent to 60 or 70 percent, depending on the capacity of £0 to create 
internal resources and on the outlooks for their development. 


In case of slippages when starting operation in a facility, the investor 
covers losses stemming from the payment of interest on bank credits, from the 
depreciation of internal resources and from the loss of income. Similarly, 
the amount of internal income earned by construction organizations depends on 
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their prompt completion of projects and reduction of costs. All losses and 
lost incomes must be fully reimbursed in agreement with contracts concluded 
by the participants in the investment process. 


In the data exchange, Bulgaria economists reported a circumstance which 
evidently is characteristic not only for the BPR. According to them the 
role of finances in the creation of a unified plan at present is not 
dynamic enough. The thesis, which calls for the acheivement of unity of 
material and market aspects in the process of replacement, has been uni- 
laterally adopted because the roie of finances is regarded mainly as the 
satisfaction of financial neecs in agreement with the unified plan of the BPR. 
Financial accounts are rendered only after material aspects and labor forces 
have been correlated. The financial plan is a mechanism for justification, 
correlation and implementation of basic mandatory indicators, although its 
indicators are not immediately mandatory. 


The last complex of problems discussed during the data exchange at the 
consultation of deputy directors of central planning organs of the CEMA men- 
ber countries concerns the method of projecting the changes of prices and 
other modifications in the proposals for marketing sections of the plans on 
individual levels of management. This referred primarily to the application 
of an accounting method for integration of price changes in the plan. It is 
noteworthy that even in the year preceding the planning period, the State 
Planning Committee was using centrally organized computer technology for 
this operation and that the prices are comprehensively restructured. Indi- 
cators for the 5-year plan are updated according to the economic situation in 
the current year, the prices, methodology and organizational changes are 
adjusted, and 2-year plans drafted and approved, however, the indicators of 
the originally approved 5-year plans remain unchanged. 


Proposals for Potential Utilization of Experience Gained by the BPR 


With respect to the Set of Measures valid in the CSSR, it may be useful to 
consider the following proposals: 


--To apply the Bulgarian concept of the plan for socioeconomic development-—- 
the plan will include not only indicators but also concepts and programs 

for the development of society. (See the Measure I A of the Set concerning 
national economic planning as a continuous process of developing and setting 
goals and tasks for the development of the national economy.) 


--To apply the multiplying approach to the comprehensive process of planning; 
the multiplying effect will be achieved in the BPR by superior final national 
economic efficiency on the basis of continuous multiplication of results 
achieved in every sector in the process of replacement. (See Measure I of the 
Set on utilizing to a significant extent goal-oriented program ;ianning 
aimed at achieving the highest possible national economic performance.) 


--To deal further with the Bulgarian experience gained at the consultation 


of deputy directors of central planning organs of the CEMA member countries 
entitled “Integration of Natural and Market Indicators and the Criteria for 
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Assessing the Operation of Economic Organizations and Enterprises (Associa- 
tion),” among other things, with differentiation of figures in material 
accounting according to branches, with indicators expressing the stimulating 
effect of planned tasks and their stabilization. To improve the balance 

of the plans. (See Measure I B 1 of the Set on ensuring a complete balance 
between resources and requirements by a comprehensive system of mutually 
interrelated proportionality expressed in terms of value and by a eyeten of 
material resources.) 


--To modify the method for the implementation of the objectives of social 
development by using comprehensive long-term programs as a basis for planned 
management. (See Measure I A 2 of the Set according to which the work on 
5-year plans should be directly derived from the long-term prospects as a 
continuous activity.) 


--To promote more aggressively the role of finances when planning the 
national economic development, particularly in enterprise financia) accounts. 


--To organize optimum reserves of materials, finances, currency and produc- 
tion capacities. To use reserves in counterplanning and in above-plan 
production. To invigorate the role of the central superior objective 

organ when rendering accounts and distributing material resources. (See 
Measure I B of the Set on ensuring consistent plan balance at all management 
levels.) 


--To update the long-term plans by switching to 2-year specifications of the 
S-year plan. (See Measure I A of the Set on strengthening the correlations 
among long-term and annual plans.) 


--To apply the Bulgarian experience with its concept of counterplanning and 
its fulfillment aiming at higher efficiency than adopted in the directive-- 
including coordination of those plans by agreement among organizations 

and organs, and on ensuring projects for improvement of socialist labor 
organization. (See Measure III F 1 of the Set on worker participation in 
preparation of the plan--persuading them to take an active role in counter- 
planning.) 


--To study the data from the BPR on greater independence of economic organiza- 
tions in selecting the most efficient variant of production, and on supporting 
the plan by direct contracts among organizations. To study the practice of 
the BPR where the expanded number of mandatory indicators (1971-1977) was 
repeatedly reduced (1978-1979) and finally (1980-1981), replaced by additional 
directional indicatore--profite and sales tax. (See Measure I A 4 of the 

Set on emphasizing mandatory indicators of the plan.) 


--To analyze the information on differentiation of the methods for planned 
management according to irdividual branches of the national economy, where 
above all the experience from industrial production is applied. 


--To utilize the Bulgarian experience with differentiated stipulation of the 
indicators of the plan, work norms and taxes for individual economic 
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organizationr. (See Measure I C of the Set on improving quality in the 
breakdown of state and economic plans.) 


--To study the methods for the application of a limited scope of approved 
indicators in the BPR in units of E0--in our situation to concern 
enterprises, plants, etc. (See Measure I A 7 of the set on implementing 
the projects and objectives of the 5-year plan in the conditions of the 
given branch, VHJ /¢conomic production unig] and enterprise. 
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SERIOUS SHORTCOMINGS IN FARMING OUTLINED 
Sofia ZEMEDELSKO ZNAME in Bulgarian 24 Jun 83 p 2 


[Article by Gena Sinj.gerska, member of the Agrarian Union, leader of a new type 
brigade in the village of Vildimirovo, Mikhaylovgrad okrug: “Nothing to Worry 
About?" ] 


[Text] I completed my degree in agronomy fifteen years ago. First of all, I 
was a leader of a production unit in Lipen, after that, in Kobilyak and 
Madan, and for five years now I have been in Vladimirovo — at the begining 

as a chief agronomist, and now as a leader of a grain fodder brigade. We 
cultivate a total of 40 thousand decares of land, and during the last two years 
the average yields of wheat have gone up five hundred eighty to kilograms, 

of barley — up to five hundred twenty eight kilograms. We got in average of 
one thousand one hundred twenty kilograms from corn under irrigation, and we 
also harvested one thousand four hundred fifty kilograms per decare from 
separate areas. 


There is no point in comparing it to the past. At one time there was not 
enough equipment, but there were a lot of people and the manual labor solved 
the problems to a great extent. Now everyth‘ng is in the “hands,” so to 
speak, of the equipment, of science. There has been a big gain, especially 
in the development of agricultural equipment. 


However, precisely in this regard, it has turned out, so it seems, that we are 
unprepared. What prevents us from obtaining more from the land in order to 
attain even better economic results? First of all, our staff of machine 
operators is not highly trained. The old machine operators, who formerly 
dealt with the uncomplicated equipment, and who should now receive our 
profound gratitude because they were the ones who kept the farms going, now 
have a hard time adjusting to the new technology. What is more, some of then 
are simply afraid of the complex agricultural equipment. At the same time, 
the young people (and there are very few of them) who come to join us as 
machine operators, or from vocational technical schools, or those who come 
with a diploma (but who knows how they got it), take up farming without 
adequate training. Thus, costly equipment falls into the hands of poor 
managers who are not only unfamiliar with it and do not use it properly but 
do not display as well the required conscientiousness, not realizing that 
everything ultimately falls on their shoulders, as well as on ours. Is it 
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not indicative that the old DT-54 and MTZ tractors haye been operated 
sometimes for eyen more than fifteen years, whereas the power supply equipment 
is taken out of operation after a much shorter period? And what is more: 

the agricultural equipment continues to be stored out in the open. We 

have been saying for years that machine storage yards should be built, but 
there are still not enough funds for that. 


I think that the National Agroindustrial Union should establish a program 

for gradual and continuing retraining of machine operators. And the courses 
should not last only a day or two, as it is now, but should be conducted over 
the course of several months, in order to allow people to be better acquainted 
with the machines. Every machine operator should take these courses every year 
so that he keeps up with the development of scientific and technical progress. 


If we want to be even better managers of the land and obtain higher crop 
yields from it, we should set aside some more resources for building 
irrigation systems. Our land is rich. Out of forty thousand decares, only 
four thousand five hundred are being irrigated, and this is extremely 
insufficient for this generous region. Besides, it is not justified, bearing 
in mind that our common land is in the Ogosta River valley. They have been 
building the Mikhaylovgrad reservoir for years, but water has not reached us 
yet. The results show that where we have managed to irrigate at least twice, 
the corn harvest has doubled. 


My heart also aches because of the small patches of land. After establishing 
the new type of brigades, the positive factors have multiplied manifold, but 
at the same time, the question about how the small patches of land — mostly 
in meadows, between roads, along railroads — remained open. It is not 
possible to plow them with the present high production equipment, it is not 
possible to sow and cultivate them because efficiency is reduced and the small 
tractors have disappeared. And the highest yields could be obtained from these 
very patches of land. This matter should be thought over, or small size 
tractors should continue to be produced with the appropriate accessories, or 
these accessories should be distributed to the people in compliance with the 
Eleventh Decree of the Council of Ministers. 


I purposely left the most alarming problem for the end — squandering grain 
for bread and fodder that has already been produced. When we go into the 
fields full of ripe corn and grain with combines, we check things three 
hundred times to make sure that everything is well under control, and the 
goal is not to allow waste. However, there is always one percent that cannot 
be avoided. But the truly big losses, I would say the immeasurable losses, 
come afterwards, when the grain is already in the open storage areas. It is 
well known that the farms not only do not have barns available with enough 
capacity, but neither do they have covered and well equipped storage areas 

as well. At the same time, the State Economic Trust for Grains is not capable 
of absorbing the whole amount of grain that is transferred to the state. We 
produce ten thousand tons of wheat and barley each year, and we throw it 


directly out in the open. And we start having trouble sleeping because 
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different inspection commissions constantly yisit us and write up reports about 
us. It is always our fault. If only half this grain could be accepted by 
the State Economic Trust for Grains, the losses would be significantly 
reduced, whereas they are now larger than the waste from combines. 


Supplying material and equipment is still a big problem. There is an effort 
toward improvement, but it has not been completely developed. It so happens 
that either mineral fertilizers do not come on time and to throw them onto 
the sown fields would be a pure loss, or some of the harvesting machines show 
up long after the harvest. If the phosphorous fertilizers are delayed we 

set them aside for a year. And the damage is trebled: on the one hand, 

we have not given enough food to the crops, on the other — the fertilizers 
are being wasted and a good deal of them also lose their active ingredient. 
It is time to think about stricter compliance with the contracted obligations 
so that the burden does not fall only on our shoulders. 


When I talk about these things to leaders and colleagues, they snicker at me 
and tell me there is nothing to worry about. Nothing to worry about? It has 
to be understood that agriculture is not a bottomless pit, from which it is 
possible to scoop out endlessly. And whoever does not think things out in 
advance will not think seriously about our future. 


12334 
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EFFICIENT OPERATION OF BULGARIAN TRUCKS IN FRANCE PRAISED 
Sofia OTECHESTVEN FRONT in Bulgarian 15 Jul 83 p 6 


[Article by special correspondents Mikhail Gorinov and Petur Moev, 
Paris-Sofia: “Understanding With and Without Interpreters") 


[Text] Meetings with an extraterrestial and a family of 
American millionaires, an ex-Bulgarian and « charming but 
curious blond lady. Why do French business circles respect 
and seek out the MAT SO [International Automctive 
Transportation Economic Organization]. Clashes occur but 


agreement is always reached. 


We were frequently asked, “Did you watch television? What kind of programs do 
they have? Naturally, we did not gein a full idea about the television 
programs of the countries we visited, nor was this our objective. But we did 
watch television. This, however, does not give us sufficient grounds for 
expressing a thorough judgement of its qualities. That is why we shall omit 
our impressions of the series "E.T." (the initials of an extraterrestial whose 
touching adventures among the cruel people on earth are watched by millions of 
TV viewers in the West). We shall equally avoid commenting on the series 
Dallas, which numbers more than 100 epizodes and tries to excite us with the 
adventures of millionaire families in the United States. However, we cannot 
ignore one French television program which was bound to touch any naive 
viewer. A former Bulgarian was facing the camers. He was so talkative that 
he was probably trying to convince himself as weil. He claimed that any 
Bulgarian assigned abroad must sign a declaration before his departure to the 
effect that he will be collecting spy information. Asked whether he hiaself 
had done so, answered, "Whenever I could!"... 


he 
We recalled the interrogation to which we were subjected by a charming blond 
we were granted our visas: "Is your newspaper political?" 
(17); who will you see in France?" "What will you be discussing?" "What 
hotel will you be staying in?" “Why are you interested in cooperation in 
are the numbers of your passports so low?" 
And so on. Obviously, these questions were not asked by Bulgarian 
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So, in France we held a number of meetings with members of business circles 
with whom our county has maintained relations for a long time, and which are 


continuing to develop successfully. 


Introducing you to the Renault Company would be unnecessary. The company 
makes passenger cars, trucks, buses and motor trucks. It began to cooperate 
with Bulgaria in the 1960s. Our conversation with Mr Harry Nusbaum, the 
marketing director for the Middle East and Eastern Europe, dealt more 
specifically with relations between Renault and the MAT SO: 


“Your international transport organization operates on a high professional 

level. Its objectives are clear. That is perhaps why discussions between us 
are sometimes difficult, for it is after the best possible results. In the 

final account, naturally, we always end up by reaching agreement. 


“Servicing our cars is a difficult job, but the MAT SO technicians and 
assemblymen in Ruse can service them perfectly well and our impression is that 
our cars are being maintained on the highest possible level. That is why we 
no longer have a representative in Ruse to take care of the cars. All in all, 
the Bulgarians are handling our vehicles on a high professional level. The 
NAT SO drivers are very experienced..." 


The terminal of Betz France — the international transportation organization 
— is located not far from Paris. It works with companies which ship a great 
variety of goods mainly to the Middle East, such as refrigeration equipment, 
automotive parts, electronic items and even grapevine cuttings. 


Mr Ulrich Bornstein is the manager of an enterprise headquartered in 
Reutlingen, FRG. He showed us the terminal in which one can always notice 
Bulgarian trucks, either just arrived or departing according to schedule. 
His working capital includes 100 Bulgarian trucks. 


“As far as Bulgarian drivers are concerned, no transportation safety probleas 
exist. No single Bulgarian driver has ever been detained at a customs office 
because of irregularities," Borstein emphasized. "We are very pleased with 
them and that is precisely why we work with the MAT SO. The Bulgarian 
automotive fleet has everything necessary for transportation matching sodern 
world standards..." 


Mr Bornstein was kind enough to take us to the central customs office. Its 
chief told us that he could be interviewed only with the permission of the 
ministry. He nevertheless emphasized that so far no single irregularity had 
been recorded involving Bulgarian trucks. 


"If anything of the sort had happened at any French border customs office we 
would be bound to know it from the special customs bulletin in which even the 
slightest violations are reported. Clearly, no incidents involving MAT SO 
trucks have taken place along the French borders so far. Nor have any 
occurred here, at this terminal..." 
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Our meeting at the Culbertson Company was very cordial. We spoke to Rudolph 
Lambert, its secretary general, and Bruno de Segon. They voiced their 
satisfaction with their cooperation with the MAT SO: 


"We realize that we are working with the most powerful automotive transport 
enterprise in Europe. Bulgaria is a natural geographic crossroads, which 
makes it an exceptionally important center, particularly in terms of 
automotive transportation. The MAT SO is a sought-after partner of any 
company. There is complete understanding between us. We believe that the 
future will be even more successful and we are contemplating it with 
confidence..." 


Our talks with the Fruehauf Company, which sanufactures trailers and senis 
were in the same spirit. Mr Bruno Schaber is the company's director for 
exports. 


“Our entire personnel is French," he emphasized. "And so are the materials we 
uee to manufacture the trailers. We do not use any foreign supplies, and 
technically we enjoy total independence. This is very important, for we would 
not like our production to stop for political reasons. 


“We are proud to be working with Bulgaria. Few companies could boast of the 
type of reciprocal trust which exists between us and the MAT SO. It is true 
that this was not easy to achieve, but it is now a pleasing fact. 


"The use of our trailers by Bulgaria is marked by exceptional professionali. 


“We would like to work together in other countries as well, and the Fruehauf 
Company is sincerely striving toward this goal...” 


The people of Alphatransport — one of the largest European companies for 
refrigerated trucking — as well expressed their pride in the cooperation they 


had developed with the Bulgarian international automotive transportation 
system. This was emphasized above all by Jacques Cohen, the company's 
director general. 


“The most important feature is the trust which prevails between us," he said. 
“Our company was the first to achieve such success with the MAT SO. Our 
stockholders had a different picture of Bulgaria and were disturbed and 
confused at first. Now, however, they give their total support to the 
undertaking and nothing on earth would make them agree to terminate relations 
with the MAT So." 


Mr Cohen has been to Bulgaria more than 40 times. He has held discussions, 
studied matters of interest, and proposed and accepted conditions. 


“These exchanges have been quite lively and dynamic. There have been clashes 
as well, some of them quite violent because the situation in some areas has 
worsened substantially. However we have never needed middlemen. We have 
always found a common language (even without interpreters) and have been able 
to agree... 
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“It is only the high quality of the transports and the accurate work of the 
Bulgarian automotive transportation system that has secured its presence in 
France. The freight hauled by Bulgarian trucks always arrives exactly on 
time. So far, and for a long number of years, no single claim has ever been 
filed against the MAT SO. The drivers are very careful, and the equipment 
meets high world standards. Your organization is first among the 
Alphatransport partners. The French meat and meat product producers would 
like as many of their goods as possible to the hauled in Bulgarian refrige- 
rated trucks. I conceive of the future of our company only together with the 
MAT SO... 


The story would be neither complete nor fair if we would fail to point out a 
rather important fact which is important in terms of the further development 
of traditional business relations between our two countries and which proves 
the way in which, given good will, respect and initiative, both benefit: A 
high percentage of French exports by truck take place with the MAT SO 
vehicles. This is the situation, and those who are trying to impose to France 
a different future should take it into consideration. 
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NEEDS FOR VALUE ANALYSIS. IN CSSR DISCUSSED 
Prague HOSPODARSKE NOVINY in Czech 3 Jun 83 p 5 


{Article by Eng Vladimir Dostal, CSc, VUSTE (Engineering Technology and Econ- 
omy Research Institute), Prague, Brno branch: “Not Value Analysis?"] 


[Text] Everybody knows how badly we need quality products. The enterprises 
managing to fulfill the planned export tasks are well aware of it, and find- 
ing out are those enterprises which have failed to maintain their export posi- 
tion, especially to the hard-currency areas. What we need next is excellent 
products for domestic usage, as well as technological innovations. 


Waiting for helpful accidental ideas, for instinctive solutions or voluntary 
initiative may be compared to driving without a knowledge of traffic regula- 
tions. There are methods for purposeful finding of new solutions. One of 
them is value analysis (however, also the TRIZ/ARIZ by Eng C. S. Altsuller). 
Experiences from plants which systematically employ value analysis show that 
as a rule it is possible for the inquiry and synthesis achieved by value analy- 
sis to ensue in a suggestion equal to an improvement proposal, a technical- 
organizational measure, or a proposal for a rationalizing action. In addi- 
tion to the mentioned consequences, value analysis often also results in being 
able to maintain a product in the first-quality grade, permitting a more favor- 
able price. 


New Style 


It is not just that in the Agrozet-Zetor, k.p. [Municipal Engerprise], Brno, 
they annually achieve a Kcs several-million cost savings by implementing the 
proposals of the value analysis team; or that the Vitkovice-Unicov Machine 
Works, k.p., saved more than 2 millions in recent years, not to mention the 
savings of several hundred thousand crowns in the ZVS [General Engineering 
Plants] k.p. Adast, Adamov, in the Vitkovice k.p., Mostaren [Bridge Works] 
Brezno, and in the VHJ [Economic Production Unit] Chepos. What is more re- 
markable, such proposals are being elaborated and implemented each year. Per- 
manent regular contributions ensuing from a systematic utilization of value 
analysis are the most obvious proofs of the possibility of steadily increasing 
effectiveness. A case to confirm this statement: for more than 10 years now, 
each team of the Prerovske strojirny [Prerov Machine Works] k.p., have managed 
to achieve annual savings of at least Kcs 100,000, usually up to Kcs 300,000. 
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It is the rationalization of products that is involved here; each value analy- 
st leads one to two teams every year. This activity gradually passes into 


preproduction stages, which is of much greater importance in repetitive piece, 
or at most small series, production. 


There are also cases, such as that in the Vitkovice k.p., Bridge Works Brezno, 
when the team of value analysis, including those who participated in the imple- 
mentation of proposals, resulted in complex rationalization brigades. 


Perhaps of greatest importance is the fact that those utilizing value analysis, 
and working beyond the scope of formal duties, create a new challenging style 
of technical work. If a technologist, a buyer or an economist participates in 
generating the conception of a new product, he contributes more to the develop- 
ment of an enterprise, and does so in a more concrete manner than in any other 
way. This is the other side of employing value analysis, the undeciperable 
one. It is mainly from this source that the specific action "Introducing Value 
Analysis into Designing and Constructing Machines and Equipment" should draw. 
The mentioned action has been specified in the state target program 03, namely 
"The rationalization of Metals Consumption." 


At the moment when it is necessary to solve a certain problem, there comes the 
question of what kind of procedure to select for its solution. The advantage 
of value analysis is that its possible applications, as it is with every other 
system-application discipline, bring new elements into the methods of solution 
used hitherto. Then why not try the very value analysis instead of introducing 
several special methods with consequent risks? 


Voluntarily or Somehow Under Duress? 


Value analysis means predominantly a noninvestment rationalization. Most of 
the time it is of interest for those enterprises which have ensured the ful- 
fillment of specified tasks and can afford to try something new. Other enter- 
prises which introduce value analysis are those lagging behind. In such a 
situation even value analysis is good. 


It would seem that average plants, those quite content to belong to the "good 
average," apparently do not need value analysis. The matter is, then, to find 
out how to make the decisive majority of enterprises, those whose economic 
results do not differ much from the average, utilize value analysis. In the 
GDR its application is enacted by a 1971 government notification and controlled 
by the Price Office. 


On the one hand, a legislative act creates moral pressure (also by the threat 
of a control), on the other, it gives rise to basic conditions; et least in 
that it is possible to establish positions of value analysts, aud a unit for 
value analysis. 


Also, it is possible to reward such activities not just for following regula- 
tions, but for finding out what should be improved and how. However, where 
creative initiative is lacking, with an order or a regulation there is the 
danger of claiming that everything that has been done to bring savings is a 
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result of value analysis. Then again, once a unit for value analysis is in 
existence, when there is a need for saving the plan, value analysis coms in 
handy . 


A regulation or an order of central authorities, based on a real harmonogram 
of introduction and on cadre background, may, under consistent control, re- 
sult in a.long-term conception of systematic activity which will keep on 
bringing effects and strengthening the democratic participation of 
workers managing special actions. The best proof of this is the development 
of value analysis in the department of electrotechnical industry of the USSR. 
In this department, the method has been tested since 1974, and since 1977 it 
has been introduced in individual associations. In 1980 there were introduced 
proposals representing an annual saving of 4,000 tons of rolled steel, 550 
tons of nonferrous metals and roughtly 11 tons of silver. This amounted to 
an annual saving of 35 million rubles due to the proposals implemented within 
the framework of the department. It is also possible to display a growth of 
annual savings of a similar nature in our Skoda concern. 


It is self-evident that the implementation of such a legislative act means 
that workers in plants have to be trained. This requires a certain cost, a 
certain temporary “loss of capacity." However, it is not necessary to train 
all workers at the same time. Even in those enterprises where value analysts 
stimulated individual policy plans of the plant's management, as well as those 
of its party and trade union organizations, and where hundreds of specialists 
of different professions have been trained, at first only a small group of 
people was trained. After verifying the effectiveness of such a qualification 
boost, the investment put into it no longer seems so risky. 


Contra 


One of our findings shows that not even the enterprises permanently utilizing 
value analysis have yet organized their selected prime innovators to be trained 
for it. The reason for this is not disbelief in its success, but foreknowledge 
that the flood of improvement suggestions which would probably follow could 
not possibly be assessed and refused by special units, let alone finished and 
implemented. Why refuse? It is the overcautious attitude making people worry 
that there be left something for future years in the index increasing of qual- 
itative indicators. It is the technocratic attitude of this kind: Why should 
amateurs have anything to say about the problems in our special field: Should 
people of other professions propose changes in construction, technology, 
equipment, tools, etc.? Why complicate things with problems in introducing 
modifications, in verifying and evaluating results? Is it a "justified" ap- 
prehension about the extent of changes evolving, e.g., from suggestions before 
they came to represent a broad unification from value analysis of single- 
trace vehicles in the Povazske strojarne [Vah Valley Machine Works] n.p. 
[National Enterprise], or that of chain conveyors in Skoda, k.p.? Might it 
be a premonition of worries with a full-scale operation testing, which, e.g., 
in trouble shooting hauling chains in ZTS Dubnica, k.p., amounted to 8 years? 
These plants were not afraid. They knew that value analysis also guaranteed 
contributions for increments “threatening” in the coming years, and that it 
was bringing the certainty of competitive ability for the future. 
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At the same time, there are many people who do not know what value analysis 
actually is. 


Since the methods in current use do not have such efficiency, and value analysis 
is spread only very little, the superior authorities cannot specify in their 
plans far more challenging tasks for increasing effectivity in such a way as 
would correspond to present needs. Consequently, those plants which do not 
have established value analysis (or some other highly effective method) would 
not be able to fulfill three- or four-fold tasks. Such a plan would be un- 
realistic and nonacceptable. Ergo, just such tasks to decrease costs, material 
and energy consumption are assigned which, in average, it would be possible 

to fulfill without utilizing the mentioned possibilities. Besides, it is al- 
ways easier to improve from a below-the-average level to a higher one than to 
stay permanently on the highest level, although it would lead to better economic 
results. A decline, even to a level markedly better than the average, is always 
evaluated as a negative feature. 


It is difficult, then, to seek reasons for selecting experienced specialists 
and making them decide to undergo training, and change both the style and sub- 
stance of their jobs. Of equal difficulty is to find a reason for the forma- 
tion of a new unit in a technical or other field, and for establishing a new 
function. Limits to the number of employees, the ratio of the numer of THP 
[technical-economic staff] to that of workers, and other indicators and limi- 
tations result in the circumstance when establishing a department of value 
analysis means, most of the time, a decrease in the employee capacity of other 
technical units, namely those where it is insufficient. 


Pro 


However, also those reasons which justify such an effort from the point of view 
of an enterprise ought to be summarized too. Above all, the effects are a 
great deal higher than thos of currently performed rationalization. Savings 
amounting up to 15-25 perceat of costs are by no means unusual. Annual savings 
amounting to Kes 10 to every 1 expended for the execution of value analysis 

and the implementation of proposals represent rather the lower efficiency limit 
of this activity. 


Still of more importance is the fact that soli:tions by a complex approach are 
optimized with regard to the extent in which functions are being fulfilled, 
expressing in a modified way the use value properties and costs needed for 
their safeguarding. There is a concrete expression of the conjunction of 

use value with economic categories. From the political-educational aspect 
this is of great significance in the ideological struggle against techno- 
ctatic approaches to solving problems in economics, based on neglecting the 
economic substance of use value. This gives rise to basic conditions for 
profound changes in the technicians’ way of thinking as far as economy is con- 
cerned. 


Another contribution is the fact that complex solving of complicated problems 
by teams creates new cooperative relations among specialists of adjoining pro- 
fessions, hitherto nonexisting. 
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or two teams do not ensure the fulfillment of an entire piant's 
task. However, if value analysis were systematically introduced, within 3 to 
5 years an enterprise could manage to train even 120 or 160 employees, so that 
in to 30 be at work. To be sure, this could be 
under the condition of getting rid of the remains of the old way of think- 
and evaluating these results, too. 


Czechoslovak enterprises have accomplished it. There have been realized 
more challenging actions when several teams worked simultaneously, namely 
teams consisiing of employees of a production enterprise and of a research in- 
stitute. Such was the case of teamvork of the Zbrojovka [Armory] Vset:., 
° VWU [Military Research Institute] ZVS Brno, or of Smeral, n.p., 
Trnava and VUTS [Research Institute of the Heavy Machine Industry] Brno. It 
is necessary to popularize the results of their work, and give them social 
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Those on the lower level, having concrete experience with the teamwork of value 
analysis on existing products, are, for the most part, prepared to manage its 
application in preproduction stages of new products. This opens new possibil- 
ities for increasing effectivity, and, above all, raising the technical level, 
quality and reliability. In this application of value analysis, cost savings 
are far from being the main goal. A preliminary evaluation reveals that in 5 
cases out of 10 the output of a machine increased by 10 to 100 percent, input 
in 2 cases, size was reduced in 2 cases, and service life was pro- 
2 cases. Mass was reduced in all cases in the following way: in 3 
10 up to 8 percent, in 2 cases by 10 percent, in 2 cases by 16 
1 case by 20 percent, in another by 25 percent, and in 1 case out 
of 10 even more. Wage costs increased in 1 case out of 10, and decreased as 
follows: in 1 case by 7 percent, in 2 cases by more than 10 percent, in 3 
cases by approximately 17 percent, and in 3 cases by 30 percent and more. 


Ergo to Want = to Have To 


A consequence of the mentioned results, and not solely of them, is the neces- 
sity of conceptual, perspective and consistent management by higher authorities. 
The duty of managing, and therefore also of applying various rationalization 
nethods, ensues from the Law No 84/1972 of the Collection [Laws of the 
Czechoslovak Socialist Republic]--people somehow keep forgetting about it. 
Innovation is considered--more or less--to be a matter belonging to trade 
unions and te the CSVTS [Czechoslovak Scientific and Technological Society], 
perhaps under the impression that there is a duty of social screening imposed. 
However, this act of checking up also covers the way in which constituents of 
the profession fulfill their legal duty. Thus it is not possible to talk 
about voluntariem and hobbyiem, or an admissible democratic participation of 


workers in management. Both--managing and checking up--are legal duties 
applicable to all levels of management. 


The reason for having pointed out this fact is the circumstance that the great- 
est contributions from the application of value analysis have been achieved in 
those plants (Skoda Plzen, Zetor Brno, Bridge Works Brezno, Unicov Machine 
Works, Prerov Machine Works, ZTS Dubnica) where value analysis is a regular 
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activity, or even has been decreed by an order or instruction. If there is an 
order to do something, there is also hope that this activity will be control- 
led. Im 1975, the general director of the SKODA concern ordered an obligatory 
application of value analysis. In the Prerov Machine Works, there is an or- 
ganizational enterprise directive on performing value analysis when moderniz- 
ing products, too. The Prerov Machine Works is the first plant in the CSSR 
which, while implementing our state task "Increasing the Technical Level of 
Machine Works Products,” established the organizational enterprise directive 
"Value Engineering.” According to it, the method of value engineering is used 
for elaborating every study for the task resulting in a new product. 


A similar experience also prompted the comrades in the GDR to issue a govern- 
ment notification imposing the duty of applying value analysis. 


Thus, it may be stated that the utilization of value analysis depends on three 
conditions: to want to apply value analysis, to be able to execute it, and to 
accomplish organizing and managing such activity. All that remains, then, is 
“only” to safeguard the implementation of worked out proposals. However, I 
consider “to want” and “to manage” of principal importance, implying, of 
course, to manage toward positive social results. 
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CZECHOSLOVAKIA 


PLANNED MANAGEMENT SYSTEM DEFINITIONS, INDICATORS DISCUSSED 
Prague SVET HOSPODARSTVI in Czech 13 May 83 pp 1, 2 and 1 Jun 83 ppl, 2 


[Text] The demands for better quality and greater efficiency at the current 
stage of development of the socialist society are constantly increasii:. The 
rapid world-wide progress in research and development on one hand, and a 
relatively small ra. materials base and limited labor resources on the other, 
are constantly forcing us to search for better ways of development. One of 
the basic means is the improvement of the planned management system. It 
means that we have to develop a better information system, improve our 
analysis of economic developments and the methodology of national economic 
planning (decision making) as well as our control systems to ensure that 
selected goals and established objectives are being met. 


Establishment of a system of indicators which can more accurately reflect 

the goals and objectives of the society, branch, sector, enterprise, and 

the individual worker, a system of indicators which can better measure the 
worth of socialist organizations (particularly VHJ and enterprises) and their 
contribution to development is an [important] element of the entire process 
of improving the system of planned management. The purpose is to express and 
balance in practice the societal interests with the local, enterprise, and 
individual inté« rests. 


Therefore, an inseparable element of the Set of Measures for Improving the 
Planned Management System of the National Economy After the Year 1980 is the 
formulation and selection of such indicators which will aid in meeting this 
objective. The Set of Measures as a whole is oriented toward ensuring a 
faster growth in efficiency and quality as an unconditional imperative of our 
times. The purpose of these measures is to take advantage of this change in 
the structure of indicators which express the objectives, limitations, and 
economic conditions established by the plan. 


The most significant measure in this sense is the introduction of two deter- 
minant indicators for evaluation of the VHJ and enterprise operations; they 

are the indicator of the net production type, specifically selected in the form 
of adjusted velue added, and an indicator of return on production assets. 

While the first indicator attempts to best express the outcome of the opera- 
tions and the actual contribution of each production unit and enterprise to 

our country, the second indicator is expected to reflect primarily the level 
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and quality of the economic activity and it is to influence the reductions in 
the costs and increase in profits as well as a growth of capital asset and 
inventory utilization. A favorable development of these two indicators in 
the Seventh 5-Year Plan is to effect positively the evaluation of enter- 
prises as a whole, and the wage and incentive funds and thus the individual 
incentive systems according to the accepted rules. Conversely, an unfavorable 
development could have negative effect on the economy of economic production 
units and enterprises. This effect is given particularly by the linkage of 
the basic element of the wages to the adjusted value added indicators and the 
linkage of the wage incentives to the return on production assets. In ad- 
dition to these linkages there are other rules and khozraschet [cost account- 
ing] principles in operation. 


In considering the selection of criteria, which are to become the basis for 
evaluation of the production of operating entities, we must be aware that it 
is not possible to create one or two indicators which would have a universal 
validity, would express all aspects of the reproduction process and, at the 
same time, reflect the specifics of individual branches, sectors, and produc- 
tions and thus offer advantages for all aspects of the economic ‘incentives. 


Even the most comprehensive indicator cannot, in isolation, express the ef- 
fects of all factors, or fully reflect and motivate the socially desirable 
economic developments. Each of them has its advantages and disadvantages. 
Furthermore, a number of serious problems cannot be solved only by searching 
for new indicators. All indicators contain some advantages and disadvantages 
of the elements that went into their construction. These conclusions were 
reached by the economic theory as well as industrial experience. 


Production Value Added 


The entire current stage of our development (up to year 1980) was, from the 
Standpoint of management, oriented toward incentives to increase gross produc- 
tion in several modifications. This type of motivation, understandably, in- 
spired quantitative development but not quality. 


The gross production indicator, in spite of a number of advantages (it reflects 
quantities of social labor, it is the basis for social product and national in- 
come calculations, and it measures the proportions between the industrial 
sectors) is inappropriate, if we want to determine the actual profitability 

of a specific enterprise or VHJ from the point of view of social division of 
labor. 


If we attempt to use the gross production indicator to evaluate the results 

of enterprise management or use it to provide economic incentive for a more 
effective use of direct labor, it leads to considerable problems. The produc- 
tion enterprises then concentrate, in most cases, on gross production in- 
creases which are not desirable for an effective development of our national 
economy. Specifically, the volume of gross production can be increased by in- 
creased use of material to make the products, use of more expensive raw mater- 
ials and subassemblies, increase of work in process and ineffective expansion 
of cooperation. 
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While this tends to add to an increase in the value of gross product and make 
the product more labor intensive, the utility value may not increase at all. 
This results in material and capacity losses in the production process and 
causes imbalances between the material consumption and in the payments of 
justified employee bonuses and rewards. 


A net production indicator avoids some of the disadvantages of gross produc- 
tion indicators. 


The net production indicator reflects the volume of direct labor which the 
manufacturer adds to the past labor inputs (in form of raw materials, subas- 
semblies, energy, etc.) which actually represents the new "value added." A 
net production indicator motivates the producer to reduce material consumption, 
which is significant not only in current period but also for the future. 
Consequently, this leads to reductions not only in direct labor but also in 
past labor inputs per unit of produced quantity. 


The adjusted value added indicator is a specifically selected form of net 
performance indicator in the Czechoslovak economy for the Seventh 5-Year Plan. 
It has been developed methodically from a number of net production irdicators 
sometimes also called the value added indicators. This type of indicators 
was developed from gross production indicators by subtracting items trans- 
ferred from past labor input such as the value of consumed materials. 


In view of the current problems of our economy as well as the fact that we 
cannot expect any fundamental changes in the trends concerning availability 
of raw materials, subassemblies, fuels and energy, the gradual transition to 
a more effective use of net production indicators as criteria for evaluation 
of the economic incentives has its justification, particularly because of the 
unavoidable necessity to negate the enterprise incentives to produce material 
intensive goods. Since net production indicators lack this material incen- 
tive, their positive role in the area of savings of past labor inputs stands 
out. Experimentation with this type of indicator in socialist economies has 
undergone several phises. 


In the framework of a Comprehensive experiment in Efficiency and Quality 
Management (KEREK) during 1978-1980, we have been evaluating the effectiveness 
of the value added (VA) indicators to which we have linked the basic elements 
of the wage funds. 


The value added indicator is composed of the following: 


VA = totel performance and extraordinary yields 
minus cost of material and material price differentials 
minus financial costs including cost of capital notes 
plus social security contributions 


This value added indicator already enabled us to introduce a new method of 
evaluating the performance of industrial organizations and measure their con- 
tribution to creation of utility and improvements in efficiency and quality of 
labor. 


39 











Thus subtraction of the material and financial costs from the total output and 
extraordinary yields has been initiated (tiie effects of these costs on the per- 
formance of these industrial organizations have been eliminated) and the result 
was that during the three years of implementation of KEREK principles, it 

was the reduction in material consumption which became the main source of VA 
expansion. Generally, the VA indicator positively motivated the enterprises 
to use more accessible and less expensive sources of raw materials, scrap re- 


cycling, etc., while substantially increasing the volume of processing of un- 
conventional raw materials. 


In addition to profits and wages, the adjusted value also contained, under the 
conditions of the experiment, the so-called operating expenses. These are 
primarily expenses associated with the capital assets and their operations 
(depreciation of fixed assets, residual value of scrapped assets, energy con- 
sumption, and maintenance and repair costs) as well as marketing costs 
(transportation, communication, travel, and rent). 


Based on the experiment, the value added indicators within the Set of Measures 
for Improving the Planned Management System of National Economy after 1980 were 
adjusted to enhance the effectiveness of the economic incentives of the value 
added within the industrial context and the improved indicator is called the 
adjusted value added indicator (further only AVA). The calculations of the 
adjusted value added (AVA) indicator in the Seventh 5-Year Plan are as follows: 


AVA = performance (without considerations of foreign trade) 
minus material costs less depreciation and overhead costs 


minus shrinkage and damages to assets 
minus fines and assesements 


The AVA is then structured as follows: 


1. Wages, salaries and other labor cost; (including: wages, other labor costs, 
and “changes in residue of the time differentiation of wages" [sic]), 


2. Capital asset depreciation and residual value of scrapped capital assets, 


3. Financial costs (less shrinkage and damages and fines and assessments) 
but including comprehensive notes (including: social security contributions, 
insurance, fees, interest, contributions to higher level agencies, fund ex- 
penses, and other expenses), 


4. Profits [+], losses [-]. 


This adjusted value added design is substantially more advanced than the value 
added used in the Comprehensive Experiment in Efficiency and Quality Manage- 
ment. 


The AVA indicator is methodically derived from a number of net production indi- 
cators also called the value added indicators. the AVA indicators is not iden- 
tical with the net production indicator, it is factually a net production in- 
dicator plus depreciation, even if they are elements of the past labor input. 
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While the net production in-icator impels the industrial organization to in- 
crease the efficiency of “direct labor," the AVA indicator additionally creates 
pressure to maximize machine and equipment depreciation. 


The conservation pressure in the area of material and overhead costs results 
the “budgetary” method of construction of the indicator. Such composi- 
tion means that the industrial unit must make a constant effort at reducing 
these costs because, even if the output volume does not increase, the AVA 
indicator will rise if the budgeted costs fall. As concerns the pressure to 
reduce the material consumption, there were positive tendencies even when only 


In addition to material consumption, the adjusted value added indicator makes 
the operating costs (except for depreciation) overhead costs (shrinkage, 
damages, fines, and assessments) look worse and directly affects the enter- 
prise wage funds. That is just one example of a number of incentives which 
are to motivate the enterprises to conserve fuels and materials, become inter- 
ested in quality production, fulfill obligations to consumers, etc. From the 
AVA construction, it is clear that it remains a volume indicator and that an 
increase in its value is a resultant of two main factors, i.e., increase in 
the overall value of production and a reduction in the value of subtracted 
items. This construction tends to hide certain risks in its usage. 


As long as the wage adjustments are tied only to the AVA, it increases the 
danger that a pressure will be exercised for extensive development (an unde- 
sirable incentive to increase the output volume). The Set of Measures tries 

to come to grips with this problem by tieing about 80 percent of the wages 

(the so-called basic element) to the AVA and 20 percent of wages (the so-called 
incentive element) to the efficiency indicator—return on production assets. 


Another danger lurks in the fact that the VHJ, which are adapting to the use 
of AVA, might attempt to “optimalize” their product line and manufacture pri- 
marily those products which are most favorable to raising the AVA indicator 
(in terms of pricing and thus of profitability). That could intensify the 
shortages of certain products in the supplier-consumer relations. 


From the evaluation of the effects and effectiveness of the Set of Measures 
during 1981 and 1982 it appears that any deformations in the product mix as 
a result of an effort to achieve ahove average profitability were only mini- 
mal; since, the product mix structure is for the most part determined by the 
assignment of the sector goals and by the VHJ standards and consumer demands, 
primarily foreign. 


It is also obvious that the composition of the indicator that the industrial 
organizations have an interest in wage increases. Of course, in view of the 
method of basic wage adjustments, not in such wage increases which would in- 
crease the share of wages in adjusted value added. It is a growth method which 
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would at the same time ensure the increase of AVA. The easiest way is the 
increase in the number of productive employees. Therefore, we can insist that 
the use of the AVA further intensifies the interest of the industrial organiza- 
tion in expanding the number of employees. That is, especially under the cur- 
rent labor market situation, an undesirable trend which should be faced with 

an appropriate linkage of adjusted value added indicators and profit or re- 
turn on production assets in the economic incentive system (channelling econ- 
omic incentives of the khozraschet unit toward savings in direct and past labor 
inputs at the same time), or by tightening of administrative management of enm- 
ployment in the individual organizations. 


Part II. 


The party and government documents of recent years unequivocally established 
the increase in efficiency as the basic goal which our economy must achieve. 
But efficiency is understood as a synthesizing, extraordinarily complicated 
category, which is “shielding™ all common relations currently in use, such as 
productivity of labor, full utilization of capital assets, and others. 
Another important aspect of efficiency as an economic category is the fact 
that efficiency must always be defiied in relation to a specific historical 
situation which determines the efficiency criteria and a set of indicators 
which express the efficiency. 


This “macroeconomic” concept of efficiency must be specified for the area of 
industrial VHJ and enterprises. Their functioning can be assumed to be ef- 
ficient if it occurs in accordance with 


—system tasks and goals (a supersystem) whose element is the given system 
(the subsystem) ; 


-—-internal objective development tendencies of the given subsysten. 


The first of the moments is introduced into the functioning of the elements 

of the socialist economy through the entire system of its management, that is, 
the plan. In this connection we are primarily interested that the given sub- 
system fulfills those functions for which it was established. This moment 

can be characterized as utility (functioning). The second moment of effective- 
ness, which we can erfer to as efficiency, refers basically to the amount of 
social labor used for the accomplishment of certain functions, i.e. how much 
labor is consumed and engaged. 


The effectiveness of the given syste= is characterized as a relation between 
its inputs and outputs, i.e.: 


--the difference between the inputs and outputs (for example, adjusted value 
added is the difference between the overall characteristics of outputs - 
performance - and past labor input (embodied labor) reduced by the amount of 
depreciation of capital assets; 


--the ratio of outputs to inputs when we are able to speak about the production 
efficiency of inputs (here we can consider the productivity of labor as a ratio 
of production/labor); 
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-—ratio of inputs to outputs, which is defined as the production intensity 
of outputs to inputs (intensity of performance relative to capital assets, 
etc.) 


To add to the standard and dynamic of the efficiency, we sometimes use the 
characteristics of the input or output changes (i.e., its dynamics) or, 
sometimes their structure (share of individual sectors in the overall volume 
of production and its dynamics). 


The core of the efficiency characteristics, nevertheless, remain the output/ 
input or input/output relations, the others are more or less complimentary be- 
cause they reflect only partial, not comprehensive, effects. 


Utility and efficiency as moments of effectiveness are mutually related and 
to a certain extent contingent on each other; however, under certain condi- 
tions they may become independent and oppose each other: i.e., an enterprise 
which is producing obsolete products with high productivity of labor (that is 
with highly efficient direct labor) or, conversely, an innovative product but 
utilizing excessive resources, and similar. 


The most synthetic characteristic of the economic efficiency in the khozraschet 
area, which is highly telling, would be the return on production assets. Be- 
cause of its syntheticity, the return on production assets is an appropriate 
starting point for a comprehensive analysis of economic efficiency and at the 
same time an instrument of a synthesis of acquired information. 


The return on production assets also has an extraordinary capability to com- 
pensate for good and bad results in the individual areas of the enterprise 
operations; this compensation reaches, at times, extreme dimensions. That 
means that the standards and dynamics of the return on production assets need 
to be constantly reevaluated for the individual factors which affect it and 
their total effects analyzed. 


Just like the majority of the indicators which are used to measure efficiency, 
the return on production assets in basically an active indicator reflecting 
the relation between outputs (profit) and inputs (production assets) of the 
economic system. 


At this point we need to remind ourselves that effectiveness has one other 
significant aspect in addition to efficiency and that is utility and the abil- 
ity of the given subsystem of the socialist economy to function. Although, 
the connection between the satisfaction of the social needs and the return on 
production assets is not a very close one. 


That is also why the evaluation of the efficiency aspect of effectiveness as- 
sumes the utilization of specific .~ 2ts such as for example, the ratio 
of production quantity of a given orginization to the objectivized national 
economic needs, the basic trends in the product sales, etc. 


In the plan preparations, it is necessary to decide on the planned increase 
of the return on production assets. Thir increase has a completely different 
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dimension from the increase in quantitative indicators of gross production and 
production of goods. Increases in these quantitative indicators, which are 
considered to be “normal,” are generally (according to individual branches and 
industrial production sectors) 3-5 percent annually. Furthermore, we are ac- 
customed to a certain stability in their rate of growth. 


On the other hand, we can assume that the profit part of the return on produc- 
tion assets can have, in comparison to gross production, a considerable growth 
(but also decrease) dynamic. When production volume is growing, under normal 
conditions, the profit increases faster than the production quantity indica- 
tors. This faster growth is a result of, among other things, the existence of 
fixed costs. This, of course, is also valid the other way around—when produc- 
tion is dropping, the profits are dropping even faster as a result of the fixed 
cost effects. 


In view of these circumstances, the profit can, if sufficient attention is 
given to the comprehensive socialist rationalization, grow by 15 to 20 percent 
annually, yet it would not be indicative of any abnormal conditions in the op- 
erations of the given enterprise or VHJ. In the framework of the return on 
production assets, this dynamic can be subdued by the increase in the value of 
production assets, particularly as a result of mechanization and automation of 
production. 


The return on production assets can be a relatively unstable quantity and 
that, among other things, due to the changing use of the assets; the utiliza- 
tion of, particularly fixed, assets, is dependent on the investments (immedi- 
ately after bringing on-stream a new asset it drops temporarily) as well as 
on changes in the line of products (especially on introducion of a new product). 


That is why the dynamic of the return on production assets cannot be planned by 
estimate, but on basis of a thorough analysis in a differentiated manner. The 
comprehensive nature of the return on production assets enables a use of a 
pyramid method of indicators also known as the method of pyramidic analysis. 


During a specific analysis we have to keep in mind that the return on produc- 
tion assets is a comprehensive indicator whose utility in a given method is 
given primarily by the significance ascribed to it by the economic policy in 
the current stage of development of the socialist society. Return on produc- 
tion asset is a typically khozraschet indicator. It concentrates the 

khozras chet standing of the enterprise which is designated to administer that 
part of the social funds for which it is given responsibility. The enterprise 
is thus in the position where it must attempt a systematic expansion of these 
funds. 


To support the above indicated theses and theoretical conclusions, a specific 
analysis of a machine tool VHJ for a period of 3 years has been made using the 
pyramid system of indicators analysis; the analysis specified the effects of 
individual factors (indicators in the pyramid) on the changes of the return 
on production assets indicator. The analysis was aimed at: 
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--qualification of the share of elementary factors on the overall increase 
(decrease) of the ROA [return on assets], 


—establishment of the order of strength of the effect of elementary factors 
on the return on production assets ratio. 


1. The most obviously significant elementary factors which have a major ef- 
fect on the ROA are the following: 


-~labor productivity on the basis of adjusted value added 
~~average wages 

Subsequently, we have a group of three indicators: 
—material intensity 

--adjusted value added intensity to capital assets 
—financial asset intensity 

Other indicators follow in order: 

—average depreciation period 

~~shortages, fines, and assements contribution to a unit of performance 
--overhead cost intensity 

-—-inventory turnover ratio (relative to material costs) 
—output requirements on other inventories 

—-mixed credit notes costs 


These indicators, particularly the last one, have different effects on in- 
dividual VH! and their order may change according to specific VHJ conditions. 


2. Capital asset value is at least 10 times the profits (for given years and 
VHJ, this ratio is 13.4). ROA is much more sensitive to changes in profits 
than changes in production assets. Increase in ROA is thus relatively 
easier to achieve through increase in profits. 


Quantitative analyses have proven that the production assets have a negative 
or at least a retardant effect on the ROA dynamic and profit has a positive 
effect. Only in one enterprise, during one year, there was a reverse effect. 
The profit sank considerably and only thanks to a significant reduction in 
production assets was the drop in ROA not as steep. In this period there 

was a significant drop in the labor productivity based on adjusted value added. 
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Overall, it can be said that the empirical analysis confirmed that return on 
production assets is a very serious and at the same time very complicated in- 
dicator. It shows specifically that: 


--it will not be sufficient to treat the ROA as a general indicator but al- 
ways relative to factors of which it is constructed and which effect its 
dynamic; 


--the effect of individual elementary factors must be evaluated in their con- 
text. For example, the effect of the increase in average wages is always 
negative (it makes the return on assets worse) even though to some extent it 


is desirable. This effect can be compensated for by improvements in the labor 
productivity; 


——the operation of individual elementary factors is a variable to the extent 
that we cannot depend on some “automatic effect" and make plans based on an 
index; 


— 1th ROA we cannot exclude its very dynamic movement--increase or decrease. 
Therefore, planning ("setting of standards") with ROA is relatively very dif- 
ficult, substantially more difficult than, for example, planning quantitative 
gross production or production of goods type indicators where we have become 
used to certain stability of the growth rates. The profit element of the ROA 
is developing much more dynamically in comparison with, for example, gross 
production (during the increase in production quantity under normal condi- 
tions, the profit increases faster than the quantitative indicators of produc- 
tion, during a decrease, the situation is analogous). Instability is also 
caused by the changing use of the production assets which reflect investments 
or changes in the product line (particularly when new products are introduced). 


These factors, including the inventories, have generally negative or at least 
retarding effect on the ROA dynamic; 


--in economic analyses we must consider that a number of factors which effect 
the ROA can only be changed in the long term; 


--the linkage between the satisfaction of social needs and return on production 
assets is not very close. Therefore, in a utility evaluation we have to use 
specific indicators such as, for example, production ratio of a given khoz- 
raschet organization to an objective national economic need, the basic market- 
ing trends of the goods, etc. 


--return of production funds is a relative indicator and cannot be used as a 
source of economic incentives; profit, for example, can be such a source. 


-~-we have to weigh very carefully the effects of ROA on the behavior of a 
khozraschet unit (formation and uses of capital of simulation nature) and the 
purpose of not to expect more from the ROA than it is capable of; 


—work with ROA is relatively complicated and only conditionally can we use 
relatively simple algorithms. For this reason it is very advantageous to use 
computer technology. 
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WAGE, EW LOYMENT DEVELOPMENTS DURING 1982 SUMMARIZED 
Prague PRACE A MZDA in Czech No 5, 1983 pp 53-56 


[Article by Eng Jiri Fremr, Federal Bureau of Statistics: “Development of Ee- 
ployment and Wages in the CSSR in 1982") 


{Text} During the Seventh 5-Year Plan it is expected that the increase in the 
number of workers will be relatively low, asounting roughly to 160,000 for the 
entire socialist sector of our national economy (not including the JZD [uni- 
fied agricultural cooperatives]), which is almost 50 percent below the situ- 
ation during the Sixth 5-Year Plan. In agreement with this trend, the in- 
crease in the number of workers in recent years demonstrated a declining 
tendency. Toward the end of the Sixth 5-Year Plan, in 1980, 55,000 workers 
were added; in 1981, 41,000; and in 1982 only 29,000, whereby the number of 
workers in the socialist sector of our economy (not counting the JZD) reached 
6,724,000 persons. In 1982, 11,000 workers (0.2 percent) were added in the 
CSR; their number was 4,738,000. The increase of the number of workers in the 
SSR was 18,000 (0.9 percent) to 1,986,000 persons. In 1982, the JZD em- 
ployed 673,000 workers in the CSSR (4,000 or 0.6 percent less than in 1981), 
in the CSR 393,000, and in the SSR 280,000. 


The number of employed women further increased. As of 31 December 1982, 3.1 
million women were employed in the socialist sector of our national economy 
(without the JZD), which is 46.1 percent of all workers registered as of that 
date; in 1 year the number of women increased 40,000 and women's employment 
was 0.3 point up. Such a high increase in the number of women employees in 
recent years resulted primarily from the decline in the number of women on 
maternity leave. However, as of 31 December 1982 the number of women on 
maternity leave was down only 5,000 as compared with 1981, amounting to 
329,000. The JZD employed 274,000 women and 13,000 women were on maternity 
leave. 


Approximately one-half (14,000) of the increment in the number of workers 
occurred in industrial enterprises, particularly engineering and fuel-producing 
enterprises. Employment in organizations of domestic trade, the educational 
system and health services increased by 13,000 workers, while the number of 
workers in construction companies and state farms markedly declined. 


47 





In 1982, structural changes took place again in the development of the situ- 
ation of workers according to categories and branches. There were 10,000 
more workers in main operations of individual enterprises, while the number of 
technical economic workers declined, as it had also in 1981. In certain other 
branches of production, for example, in the construction industry, agriculture 
and forestry, the numbers both of workers and THP [technical economic workers] 
declined. 


Workers in the socialist sector of our national economy (not including the JZD) 
received wages in the amount of Kcs 220.9 billion, i.e., Kes 5.8 billion (2.7 
percent) more than in 1981. Im addition, Kcs 4.3 billion in other personal 
costs were paid, i.e., Kes 0.2 billion more than in 1981. The highest increase 


of wages payable (Kcs 5.0 billion. 2.8 percent) occurred in economic organiza- 
tions. 


Said organizations paid wages in the amount of Kcs 184.6 billion. The high 
increase was affected by special wage policies in the mining industry, by the 
introduction of extra pay for afternoon shifts in additional branches as well 
as by higher wages paid for satisfactory fulfillment of the stipulated indi- 
cators for wage regulation, because the volume of wages payable available to 
economic organizations in 1982 (Kes 185.8 billion) was Kcs 2 billion more 
than the plan of wages payable. 


Movable wage components in economic organizations grew at a noticeably faster 
rate. While the share of basic wages (including extra pay and compensations) 
in wages payable declined from 80.2 percent to 79.5 percent as compared with 
1981, the share of premiums and bonuses went up from 17.1 percent to 17.6 
percent. In 1981, profit sharing amounted to 2.7 percent of total wages and 
in 1982 it increased to 2.9 percent. 


The average monthly wage of workers in the socialist sector of our national 
economy (excluding the JZD) increased by Kcs 61 (2.3 percent) to Kcs 2,738, 
i.e., more than the state plan had projected (1.7 percent). In the CSR, 
average monthly wages increased Kcs 65 (2.4 percent) to Kes 2,756, and in the 
SSR, Kes 51 (1.9 percent) to Kes 2,696. Due to the above-mentioned high in- 
crease in wages payable in economic organizations, average wages paid to 
workers in those organizations also increased most rapidly, namely, by 2.6 
percent to Kes 2,790. Wages in budgetary organizations increased 0.9 percent 
to Kes 2,497 and in contributory organizations 1.6 percent to Kcs 2,217. 


Furthermore, wages marked differentiated increases according to individual 
branches. In industry, average wages increased 3.1 percent due to high in- 
creases in mining production (7.8 percent). The average wage of manual workers 
in that branch increased in the second through fuurth quarter of 1982, i.e., 
when emergency wage policies were in force, 11 percent over the same period of 
1981. A considerable increase of average wages was noted in communications 
(4.0 percent) and a relatively high increase also occurred in agriculture 
(state farms 2.8 percent, JZD 2.7 percent). The only low increase of 

average wages was reported in domestic trade (1.1 percent), of which 0.6 
percent was in retail trade, and in some branches of the nonproduction sphere, 
mostly in budgetary organizations (education, 0.5 percent; health services, 
0.8 percent). 
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Average wages of THP increased in most branches faster than average wages of 
blue-collar workers. 


In industry and in construction, the development of labor productivity calcu- 
lated on the basis of production achieved better results than planned: in 
industry 0.6 point, in construction 1.5 point. Labor productivity calculated 
from adjusted value added developed even more favorably. It increased 3.7 
percent in industry, which is more than the growth of average wage. In the 
construction industry, where lower labor productivity had been planned, labor 
productivity from the volume of basic construction production was down 2.6 


production) and of average wages were on the whole fulfilled in industry; 
in construction they were more satisfactory than projected in the plan. 


= I. Situation of workers and average monthly wages in main branches in 
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Key: 


Socialist sector of national 
economy (not including JZD) 
of which: 

Industry - total 

of which planning groups: 


of which: Electrical engi- 


neering industry 
Construction material industry 





Wood-processing industry 
Glass and porcelain industry 
Textile industry 
Garment industry 
Leather-processing and foot- 
wear industry 
Food industry 
Construction industry 
Planning organizations 
State farms 
State forsts 
Railroad transportation 
Automobile transportation 
Communi-ations 
Domestic trade - total 
of which: retail 

public dining 
Local manufacturing and 
service enterprises 
Education 
Health services 





Table II. Structure of average monthly wage in main branches of production and 
index of the growth of lahor productivity in industry and construction in 1982 












































< (2) 4 miaiini mada (10) 
ost, | (3 }rtkora (6)* tom ¥ Kés zc Sues’ 
— (42 | Gp, [oP RRR] De a 
. | priplatké | oa ey [tdtek yeh 
a nahrad v¥sled. 
14} Pristiys! cotkem ' 2905 | 103,1 | 2258 | 677 70 | 100,7 
) z tohp pldnovaci skupiny: 
13) té#ba ublf 4166 | 107,8 | 3122 | 940| 104 | 97,1 
)  vy¥roba a clekttiny 3256 | 103,4 | 2508 | 672 76 | 99,7 
|. hutnietvi toleza 3288 | 102,.9| 2554 | 630/ 104 | 99,9 
| chemicky primysl 2999 | 103.56 | 2315 | 508 86 | 99,3 
| gumarcnaky promysl 2862 | 102.2 | 2153 | 641 68 | 99,3 
strojirenstvi celkem 2895 | 102,1 | 2300 | 540 55 | 102,7 
| & toho: elektrotechnicky 
yal 2648 | 102.0; 2101 | 492 566 | 104,9 
20): primysl stavebnich hmot | 2899 | 102,7/| 2309 | 550/ 40 | 99,2 
21) = tltevozpracujici promysl 2632 | 101,4 | 1974 | 616 42 | 103.8 
) promysl skla — 2608 | 102,4 | 1974 | 481 53 | 102,8 
) textile! pram 2383 | 102,6 | 1803 | 624 56 | 101,8 
) odéivei pramysl 2434 | 103,1 | 1846 | 619 70 | 102,6 
}  keiedéiny a obuv. pramysl | 2 660 | 103,0 | 1969 | 601 90 | 100,7 
} _. potravindisky pramysl 2629 | 103,1 | 2015 | 606 | 108 | 98,9 
Stavebmictvi 2906 | 102.6 | 2433 | 524 39 97,4 
} Projektové organizace 3474 | 101,56 | 2643 | 785 | 146 
IAiaini statky 2664 | 102,8 | 2291 93 
{ Statni leay 2844 102.3 | 2224 | 629 91 
} Zclozniéni va 3316 | 102.6 | 2682 | 474 | 169 
—— dopreva 3006 | 101,7 2618 378 oP 
mje 26562 | 104.0 | 1986 | 436 | 130 
(34) Vuittnt obebod 2284 | 101,1 | 1928 | 269 §7 
Key: 
1. Branch (sector of »perations) 18. Engineering - total 
2. Average monthly wage 19. of which: Electrical engi- 
3. Total neering industry 
4. in Kes 20. Construction material industry 
5. Index 1 21. Wood-processing industry 
6. of which in Kes from 22. Glass and porcelain industry 
7. Basic wages, including extra 23. Textile industry 
pay and compensation ~ 24. Garment industry 
8. Premiums and bonuses 25. Leather-processing and foot- 
9. Profit sharing wear industry 
10. Index 2 of labor produc- 26. Food industry 
tivity 27. Construction industry 
ll. Industry - total 28. Planning organizations 
12. of which planning groups: 29. State farms 
13. Coal mining 30. State forests 
14. Heat and power generation 31. Railroad transportation 
15. Ferrous met«llurgy 32. Automobile transportation 
16. Chemical industry 33. Communications 
17. Rubber industry 34. Domestic trade 


Ltn percent share of average wage for 1982 and 1981. 

2)In percent share of labor productivity for 1982 and 1981 calculated in indus- 
try from gross national production and in construction from basic construction 
production. Index of labor productivity from adjusted value added was 103.7 
in industry and 98.7 in construction. 
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Table III. 





Situation and average monthly wages of manual workers and THP in 


main operations of the branches of production in 1982 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
ll. 
12. 
13. 
14. 
15. 


























(1) (2) * (6) or 
(obor ) vleabens ~<A fries 4 
J1 77 — ly Kis 

1 860 681 | 2 842 1103.2 613 13 307 |103,1 
129079 | 4280/)108,8| 22700 |4 812 /106,9 
44 857 | 3 197/103,4] 17934 13613 1104,1 
113 180 | 3268 /103,0] 26576 |3 860 /102,8 
74648 | 2968 1103.9) 25 820 13 103,1 
26 193 S2s0ee2) 6 186 3 103,1 
637 362 | 2 837 |102,0 341 13 164 /102,7 
136 200 | 2 486/101,8) 61 068 |3.023 1102.7 
80 667 | 2 849 /102,6| 23794 13 280/103.5 
87 712 |2462/101,7| 18389 12986 1100.4 
65 960 | 2403 1102,4) 13179 2 1421102,7 
166 964 | 2268 }102,3| 31476 [3.070 /103,1 
43.026 |3318/102,7| 7911 13121 [106.5 
66.088 | 2666 /102,8| 11 757 13 348 |104,6 
144 066 | 2641 |102,9| 37660 [3 128 1104.0 
298 012 |2940/102,4| 92750 13 460 1104.1 
129 669 | 2623 /102,8| 22042 [3178/1032 
69 603 | 2696/1014) 22081 [3371 1104.5 
66 386 | 3 902 1101,9| 67776 |3 297 1103.2 
60 678 | 2966 1101,2) 16877 |3 034 |103,7 
67 413 | 2178 1104.4 | 24397 [3277 1103.5 
386 714 | 21701101,0| 989 382 |2 758 1101,7 




















Branch (sector of operations 
Blue-collar workers 
Average registered ramber 


Average wage in Kcs 

Index +) 

Technical economic employees 
Industry - total 

of which planning groups: 


) 


16. 
17. 
18. 
19. 
20. 
21. 


22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 


Construction material industry 
Wood-processing industry 

Glass and porcelain industry 
Textile industry 

Garment industry 


Leather-processing and foot- 


rtation 
Communications 2 
Domestic trade 2) 


1) In percent share of average wage for 1982 and 1981. 
2) instead of blue-collar workers, maintenance and service workers are included. 








FIRST QUARTER 1983 IN METALLURGY, HEAVY ENCINEERING VIEWED 
Prague HOSPODARSKE NOVINY in Czech 3 Jun 83 p 2 
[Article by Ja: Mara, CPCZ Central Committee Official] 


[Text] The performance of the metallurgy and heavy engineering sector in the 
fulfillment of its targets in the first quarter of 1983 marked a relatively 
satisfactory start to the third year of the Seventh 5-Year Plan. In spite of 
the fact that not all indicators were fulfilled at a level corresponding to 
the time spent on them, results were better than for the same period in 1982. 
In contract to this previous period, however, there were sharper differences 
between organizations. 


While basically all the VHJ [economic production units] fulfilled planned 
production volume targets, the annual plan for sales was 24.9 percent ful- 
filled during the first quarter. The lowest percentages were reported by the 
Poprad Czechoslovak Freight Car Factory, at 20 percent, and by Vitkovice, 
where despite fulfinning 25.5 percent of its annual production target, only 
22.3 percent of the overall sales target was met. 


Delivery targets for investment projects were 21.5 percent fulfilled. The 
greatest influence of this low level of fulfillment was exerted by the 
Vitkovice VHJ (18.5 percent), Prague CKD [Ceskomoravska-Kolben-Danek] (21.2 
percent), and Olomouc Sigma (22.4 percent). 


This sector is assuring deliveries for domestic commerce smoothly, 28.2 percent 
in percentage terms, and last year's targets are being exceeded as well. In 
some instances, delivery targets have been exceeded, as in the case of heating 
coke from the Ferrous Metallurgy VHJ for the Coal Warehouses. In spite of 

the fact that the Metallurgical Processing VHJ has already taken steps to inm- 
prove the situation even in supplying connecting material to the domestic 
market, it is necessary to further improve this work through mutual under- 
standing and consistent cooperation with commercial organizations. 


During the first quarter, 23.6 percent of the annual plan for exports to 
socialist countries was fulfilled, and 26.2 percent of the plan for exports 
to nonsocialist countries (both figures in all-charges-paid prices). Even 
here, however, differences between VHJ are evident. Low percentages in ex- 
ports to socialist countries were recorded by the Poprad Czechoslovak Freight 
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Car VHJ (11.9 percent). Plzen Skoda (19.1 percent) and Ferrous Metallurgy 
(23.1 percent). 


The positive results in the area of exports to nonsocialist countries were 
largely the result of the Prague CKD VHJ (39.5 percent), Olomouc Sigma (33.9 
percent), Vitkovice (25.8 percen® and Ferrous Metallurgy (25.5 percent). 
Lower percentages were recorded by the Brno Chepos VHJ, Prague Metallurgical 
Processing and the Bratislava Mines for Nonferrous Metal Ores and Magnesite 
Factories (Bratislava RBMZ). 


The metallurgical works and nonferrous metal ore mines branch exceeded its 
target for production in the first quarter at 101.4 percent, or Kcs 323 
million, while heavy engineering met its target exactly. Lower than projected 
results were achieved by the Poprad Czechoslovak Freight Car Works (23.6 per- 
cent), Prague CKD (24.1 percent), and Plzen Skoda (24.7 percent). 


Problems of a very serious nature existed for the first 4 months of this year 
in the assurance of production targets at seven enterprises. These are: the 
Tlmac Slovak Energy Machine Works (TLMAC SES) which fell short by Kcs 89.6 
million of its production targets for this period (and is fulfilling the plan 
only at a 77.4 percent rate), the Poprad Freight Car Works, which was short 
Kes 69.1 million and is fulfilling the plan at only a 86.5 percent rate), 
Decin Ferox, which was short Kes 11.9 million and is fulfilling the plan at 
only a 91.8 percent rate, the Choteborska Machine Works, Kcs 5.4 million 
short (97 percent plan fulfillment), the CKD Dukla works, Kcs 2.3 million 
short (99.4 percent plan fulfillment), the Liberec Air Technology Factories, 
Kes 1.6 million short (98 percent plan fulfillment), and Roztoky Permon, Kcs 
1.2 million short (97 percent plan fulfillment). 


The plan for gross production for the first quarter was also overfulfilled, 
primarily through higher than projected fulfillment in the metallurgical works 
and nonferrous ore mine branch, with engineering fulfilling only 99.5 percent 
of its targets (for a shortfall of Kcs 69 million). The increase in gross 
production volume in comparison with the same period last year, which amounted 
to Kes 1.2 billion or an index of 103.6, was achieved through an 80 percent in- 
crease in labor productivity. 


Fulfillment of specific product-mix targets in the first quarter showed a 
rising trend both in comparison with preceeding months and in comparison with 
the same period last year. Nevertheless, the level of fulfillment is not sat- 
isfactory, as it reached only 97.46 percent. Among those firms with subpar 
performance were the Brno Chepos VHJ, Plzen Skoda, Bratislava RBMZ, the Poprad 
Czechoslovak Freight Works, and the Prague CKD Factory. 


The planned volume of spare parts production for selected sectors during the 
first quarter was fulfilled at a level of 110.5 percent, and the annual tar- 
get at a level of 28.1 percent. Moreover, spare parts with a value of Kcs 

82.3 million were produced, even though the requirements for all 31 monitored 
sectors were not met. The Vitkovice VH) failed to meet its targets for spare 
parts production for wheel excavators, overburden dumping machines, cable lifts, 
coking plants, and for machinery and equipment for the processing of coal. 
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The nonferrous ore mines and magnesite factories were not able to assure a 
full range of spare parts for subsurface mining equipment. Skoda failed to 
provide parts for steam turbines, the Czechoslovak Freight Car Works failed 
to provide them for wheeled freight transportation vehicles, and Chepos 
lagged in providing spare parts for food industry equipment and cranes. 


Labor productivity targets related to adjusted value added were overfulfilled 
in this sector, with 25.6 percent of the annual target being met. Of the VHJ, 
Plzen Skoda did not meet its targets in this area, a performance significantly 
influenced by the very low level of fulfillment at the Tlmac Slovak Energy 
Machine Works. 


A total of 17.4 percent of the annual target for internal capital investment 
projects was fulfilled by this sector, even though the tasks specified for all 
the VHJ in the first quarter were on the whole overfulfilled. Of the total of 
37 binding targets that are monitored, only 2 were not overfulfilled. 


In April, the sector again overfulfilled its production targets for finished 
goods, just as throughout the entire first quarter. The metallurgy and non- 
ferrous ore mines branches performed better than the engineering branch, 
especially in the production of coke, pig iron and steel, rolled materials 
and pipes. 


In the engineering branch, the Poprad Czechoslovak Freight Car Works VHJ 
again failed to fulfill the plan, a result brought about largely by a short- 
fall in the production at the Poprad Freight Car Works. Chepos continued to 
fail to meet its targets, and smaller deviations occurred at the Milevski 
Czechoslovak Air Technology Factories. The metallurgy and heavy engineering 
sector fulfilled 33.5 percent of its annual target for finished goods produc- 
tion in the first 4 months of the year. 


Certain problems are expected to persist through June at the Poprad Czecho- 
slovak Freight Car Factories VHJ and at the Poprad Freight Car Works, at the 
Trebisov factory, specifically in the production of transfer pumping stations 
for crude oil, as well as at the Chepos VHJ in its Ferox enterprise. And to 
this list may also be added the Prague CKD factory. 


The current and projected performance of metallurgy and heavy engineering in- 
dicates that despite an overall satisfactory level of fulfillment shortcomings 
exist with which we may not be satisfied. On the contrary, they are such as 
to require radical corrective measures. Problems have been concentrated for 
some time now at the Tlmac SES enterprises, the Decin Ferox plant, and this 
year in particular the Poprad Freight Car Works. The work collective at the 
Poprad Freight Car Works has not known many years of unfulfilled targets. 

The shortfall in final goods production and the resultant shortfalls in other 
indicators is the result of an accumulation in a very short period of time of 
more difficult tasks than it was possible for them to cope with. Now the 
entire work collective faces the task of seeing to a gradual fulfillment of 
the plan by the end of the year, with the effective assistance of the general 
directorate. The problems at the Tlmac SES concern enterprise are both more 
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profound and of longer standing. It is not possible here to go the way of 
plan alterations, because the orders in question are ones which the national 


economy desperately needs. 


The work of CKD Dukla factory must also be improved, especially its work on 
pressing construction projects. This however also requires a conscientious 
attitude by all its subcontractors. 


The metallurgy and heavy engineering sector faces very important tasks this 
year. One of the principal ones is the assurance of deliveries and the as- 
sembly of equipment for the nuclear power plants in Jaslovske Bohunice and at 


Dukovany, so as to maintain the schedule for the operational startup of in- 
dividual units. 


9276 
CSO: 2600/333 








LIVESTOCK PRODUCTION RESULTS FOR 1982 
Prague NAS CHOV in Czech No 5, 1983 pp 185-187 


[Article by Eng MVDr Josef Krecek, director of the Agricultural Production 
Sector FMZVz [Federal Ministry of Agriculture and Food], Prague] 


[Text] The plan of the second year of the Seventh 5-Year Plan set the goal 
to secure by production a gross animal product worth Kcs 56.4 billion and 
to reach a market animal production of Kcs 48.05 billion. 


The objectives set for the individual sectors of animal production were 
marked first of all by lower sources of fodder, caused by the smaller 
harvest in 1981. As a consequence, the objectives for 1982 in the market 
production of slaughter animals minus fowl were 10 percent, those of 
slaughter fowl 3 percent end those for egg purchasing 0.2 percent lower 
than the actual achievement in the first year of the Seventh 5-Year Plan. 
The plan then set purchase of silk 0.2 percent higher than in 1981. 


Considering the substantially lower basic starts which the plan already 
took into account, and especially the planned feed balance, the objectives 
in the second year of the Seventh 5-Year Plan were extraordinarily demand- 
ing. Even more so due to a relatively long spell of deep frost in January, 
which left a pronounced mark on the lactation curve and disrupted the 
fulfillment of the time plan for milk purchasing. 


A negative factor which was not less serious was the late transition to 
green fodder, caused by an uneven vegetation growth due to a dry, and later 
also cool, spring. 


In spite of all these grave objective factors, the overcoming of which 
demanded the acceptance and realization of many rationalized measures, 
especially in the area of animal feeding, directing the production of 
fodder mixtures and their utilization and so on, the decisive plan objec- 
tives in 1982 were successfully fulfilled. 


The plan for gross animal production was fulfilled 101.9 percent and that 
for market animal production 100.9 percent. The individual market objec- 
tives, with the exception of milk, were achieved and surpassed. The plan 
for the purchase of slaughter animals minus fowl was fulfilled at 101.1 
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percent, of that slaughter cattle at 102.3 percent and slaughter hogs at 
100.1 percent. Slaughter fowl was purchased at 2.3 percent and eggs at 2.2 
percent higher than prescribed in the plan. The nonfulfillment of the plan 
for milk purchase represents 12.5 million liters nationally, which is 0.2 
percent of the annual planned volume. 


A survey of the plan fulfillment for individual market products for 1982 
in the republics is shown in Table 1. 


Table 1. The Plan Pulfillment of the Purchase of Animal Products in 1982 
in All Sectors Together 
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Key: 
l. Indicator 
2. Plan objective 1982 
3. Actual as of 12/31/82 
4. Difference from the 1982 plan 
5. Slaughter animals all sectors together (minus fowl), thousand tons 
6. Of that: slaughter cattle, thousand tons 
7. Slaughter calves, thousand tons 
8. Slaughter hogs, thousand tons 
9. Slaughter sheep and goats, thousand tons 
10. Slaughter fowl, thousand tons 
ll. Milk, million liters 


12. Eggs, in aillions 








le figures make it clear that the CSR as an entity successfully 
even surpassed all basic objectives for market animal production. 
SSR, the nonfulfillment of the planned purchase of slaughter hogs 
by the fact that the planned purchase of slaughter cattle 
ly exceeded. As far as milk purchase goes, the shortage against 
represents 1.4 percent of the objective for the whole year. 
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regions met their objectives best in the purchases of slaughter animals 
and eggs for consumers, where the objective was reached. While in the 
Slovak regions the results were better with slaughter cattle, the objec- 
tives were exceeded in the purchases of slaughter hogs in all Czech 
regions. All regions except the Central and East Slovak met the objec- 
tives in the purchase of slaughter fowl. The objectives in the purchases 
of milk were reached and even exceeded by the East Bohemian, South 
Moravian, North Moravian and West Bohemian regions. Of the Slovak regions 
it was the Central Slovak region which came close, at 99.8 percent, to the 
milk purchase plan. 


If the results on the whole can be evaluated positively in relation to the 
plan, this is not so when we judge the development of the key indicators 
of utility value, where, with the exception of milk yield and calf weaning, 
a serious worsening took place. The development of the key indicators of 
utility value in the republics as compared to the 2 preceding years is 
shown in Table 2. It clearly indicates that the rising tempo of milk 
yield was possible to maintain only thanks to the substantial growth of a 
mew cow generation in the CSR. On the other hand, a mild increase of egg 
laying in the SSR could not compensate for the decrease of this indication 
in the CSR. 


Threatening, however, is the situation in daily increases of cattle and 
hogs in the ‘eed period, and the same is true in all other cattle cate- 
gories where it shows that we have not yet successfully overcome all 
mentioned factors having a negative influence. The consequence of this 
situation is a further emphasis of some extensive tendencies, first of all 
the development of cattle. This is evidenced by additional reduction in 
the slaughter weight of cattle, cows included, which sank another 12 kg 
as compared to the level of 1981. Consequently, to fulfill the plan, this 
made it necessary to reduce the cattle herd by an additional 38,000 head. 


The utility value analysis shown in Table 3 indicates similar lasting 
tendencies in individual regions. Whereas the annual milk yield per cow 
has increased in the North and South Moravian, and East and North 
Bohemian regions, the other regions have registered a decline. The 
greatest decline has taken place in the West Slovak region where the 
annual milk yield per cow has fallen 77 liters as against 1981, in the 
South Bohemian region by 56 liters. 


There is a positive tendency in the regions in the weaning of calves. 
Especially pleasing is a further rise in net natality per 100 cows in the 
East Bohemian, South and North Moravian and even Central Slovak regions. 
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Table 2. A Survey of Utility Value of Farm Animals for the Year 1982 as 
Compared to 1981 and 1980 
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Key: 
l. Indicator 
2. Unit 
3. Year 


4. Average milk yield per cow from the beginning of the year, all ) 
sectors together | 

5. Average milk yield per cow from the beginning of the year, 
socialistic sector 

6. Bringing up of calves per 100 cows 

7. Bringing up of piglets per sow 

8. Average egg laying per hen all sectors together 

9. Average daily increase of feed-hogs 

10. Average slaughter weight of cattle 

ll. Average slaughter weight of calves 


12. Average slaughter weight of hogs 
13. Average daily increase of feed cattle 
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In bringing up piglets per farrow sow, there was a decreasing tendency, 
except in the West Slovak region. 


While the intensity of daily increases in feed-cattle has fallen in all 
regions, the intensity in daily increases in feed-hogs has been success- 
fully achieved in West and North Bohemian regions. In the South and East 
Bohemian regions, the level of daily increases with feed-hogs, including 
prefeed-hogs, has been basically maintained at that of 1981. Extraordi- 
nary low levels, however, have been reached in the Central Slovak and 
especially East Slovak regions. 


A stagnating laying level per hen in recent years also invites serious 
thought. Mildly rising levels have been reached in the West and East 
Slovak and North Bohemian regions. 


Development in Fodder Consumption 


An analysis of feed consumption clarifies in major part a prevalent nega- 
tive tendency in utility development. This has shown that, in comparison 
to 1981, the agricultural enterprises of the socialist sector as a whole 
have in 1982 consumed 776,100 tons less fodder and 86,500 tons less 
starch units of bulk fodder. Even with substantially lower goals, espe- 
cially in slaughter animals, there was no success in overcoming tension 
in feed sources without influencing utility value. 


The development of the consumption of fodder per unit of animal product 
in the regions and the republics is evident in Table 4. 


Numbers Development of Farm Animals 


The development in numbers ran on the whole in harmony with the planned 
goals. The numbers of cattle have increased 0.5 percent compared with the 
first year of the Seventh 5-Year Plan, those of sheep by 3.2 percent, fowl 
by 3.8 percent, of which 1.8 percent applies to hens. On the other hand, 
the numbers of hogs have decreased in desirable volume by 2.4 percent, of 
which, sows by 1.4 percent. 


The reduction in the number of cows is necessarily considered unfavorable, 
and this is also one of the causes of the nonfulfillment of the plan for 
the production and purchase of milk. 


The numbers development of farm animals in the republics for the last 3 
years is shown in Table 5. 


Objectives in the Market Production of Principal Animal Products for the 
Year 1983 


In the setting of objectives in the production and purchase of principal 
animal products for 1983, the plan starts with the idea of holding the 
level of consumption of meat and meat products approximately on the level 
of 1982. For individual products it means that the objective in the market 
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Survey of Fodder Consumption per Unit of Animal Production for 1980 


to 1982 by Regions and Republics (in kg) 


Table 4. 
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production of slaughter animals is lower by 1 percent and for slaughter 
fowl by 2.2 percent than the level attained in the second year of the 
Seventh 5-Year Plan. On the other hand, the objective for milk purchase is 


1.1 percent and egg purchase 2.2 percent higher. 


Even though these objectives are demanding, the numerical status develop- 
ment to date creates satisfactory assumptions of their fulfillment. The 

burden of actual fulfillment, however, has to be put on all agricultural 

enterprises, where conditions will be formed for utility as the decisive 

factor in plan fulfillment. 


Table 5. Survey of Numerical Development of Farm Animals for the Years 
1961 till 1983 in Thousands 
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CZECHOSLOVAKIA 


SOIL CONSERVATION, PRESERVATION STRESSED 
Bratislava ROLNICKE NOVINY in Slovak 30 Jun 83 pp 1, 3 


Editorial: "Soil Is Irrepis<eable and Unsubstitutable--Toward More System- 
atic Protection of the Natiox's Base of Nourishment") 


[Text] Realities of the present-day world confirm that due to basic politi- 
cal and economic strategy reasons we must accelerate our pursuit of a higher 
degree of self-sufficiency and factual independence on imports of foodstuffs 
from norpsocialist countries, primarily of grain, but also of other basic needs 
for sustenance of the populace, as was repeatedly and with increased urgency 
underlined by the 16th CPCZ Congress. The dominant position in this effort 

is and must continue to be held in our agricultural policy by care for our 
farmland. As we pointed out in adopting the concept for its protection, 
improving its fertility and use in 1976, “we could concentrate any amount 

of machinery, industrial fertilizers, irrigation and other intensification 
elements for achieving the maximum yield, but if we did not have enough soil, 
our efforts would amount to very little." 


Today we can see more clearly yet another extraordinarily important fact. 
According to the prognosis compiled by our demographers, the population 
increase in the SSR in 1980-2000 is to amount to approximately 630,000 
inhabitants. These more than 600,000 inhabitants will reside and work on the 
territory of this country and, if we managed to preserve the current extent 
of arable land, by the year 2000 the per capita share of arable land for the 
SSR populace would be but 26 acres, i.e., one-sixth less than today. Moreover, 
that acreage should yield nourishment of an even higher quality than it does 
today while there is little prospect for some significant increases in the 
supply of industrial fertilizers and agrochemicals, or in some revolutionary 
advances in the yield potential of plants. That makes the irreplaceability 
and unsubstitutibility of soil by other production factors even more poignant, 
pointing out the inevitability of implementing goal-oriented technological 
and biological fertility-improvement measures and making truly efficient use 
of every little plot of fertile land. 


Effectiveness of Governmental Measures 


These facts led the SSR Government to intensive activity and a demanding 
approach in assessment of the development of agricultural land resources in 
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the SSR, while cirecting and controlling the work of organs charged with 
protection of farmland and with gradual implementation of the program for 
improving fertility which was updated during formulation of 5-year and 
implementation plans in keeping with the material, capacity and financial 
possibilities of our economy. 


The first basic factor of extraordinary importance which we can mention in 
enumerating the meeting of tasks of the concept for protecting and improving 
the fertility and utilization of farmland as well as the implementation 
measures of the SSR Government over the past several years, is the fact that 
the long-lasting postwar reductions of farmland in Slovakia has come to a 
halt. At the same time, it must be realistically perceived that reduction of 
farmland also ceased to be affected by such socioeconomic factors as areal 
industrialization and urbanization of Slovakia, transition to mass-production 
techniques in tilling of soil even in extreme mountainous regions and imple- 
mentation of the program for reclaiming for forestry, part of the farmland 
threatened by erosion. Without any doubt, a significant role was played here- 
in, particularly in regard to limitation of socially unjustified expropria- 
tions of farmland for industrial, agricultural and public construction, by 
active implementation of the party line calling for strict protection and 
maximum utilization of land which in the past several years became reflected 
in more effective measures taken by state and economic organs as well as in 
higher initiative by social organizations and organs. 


For the first time in the entire postwar period, it became possible in 1981 
to achieve an increment in arable land (354 ha /hectareg/) and in 1982 also 
an increment in farmland (1,376 ha of farmland and 1940 ha of arable land). 
This was made possible by a more systematic implementation of legal provi- 
sions declared by a moratorium, but also by reclaiming land that had been 
incorrectly allocated for forestry use. A more intensive approach was taken 
to utilization of fallow land and land which does not lend itself to mass- 
production techniques of tilling. 


Much discussion is going on as to whether we might not have gone too far in 
the “policy” of gardening and small-scale breeding. It can be unequivocally 
stated that the measures taken by the party and by the government were 
correct in every respect; development of gardening and small-scale breeding 
pursues a noble idea--to utilize every bit of farmland for food production. 
It facilitated achievement of positive results that became reflected in 
higher production of vegetables and fruits as well as in meat production. 

In addition to increased natural consumption, small-scale producers contri- 
buted in no small measure to the consumer goods inventcry. For example, in 
1981-1982 their share in production for the market amounted to 36 percent for 
fruit and 19 percent for vegetables. For the consumer goods inventory they 
supplied 5,100 tons of beef, 635 tons of mutton, etc. The productive poten- 
tial of small-scale breeders and growers will receive continued support and 
utilization in keeping with the government resolution of May of the current 
year. 


Improving the fertility of available land also deserves a positive assessment. 
The planned hydroirrigation construction tasks for the years of the Sixth 
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5-Year Plan were exceeded. Turned over into use were 47,000 ha of irrigation, 
87,000 ha of drained land, more than 10 million cubic meters of water tanks 
were built and almost 500 km of streams were modified in agriculture. These 
ferctility-improvement measures cost almost Kcs 3 billion in investments. 
Fertility-improvement measures of a noninvestment nature were carried out to 
the extent of Kcs 4 billion over an area of 440,000 ha. 


In the first 2 years of the Seventh 5-Year Plan, Kes 1.6 billion were used 
for noninvestment type fertility-—improvement measures over an area of 141,000 
ha. Quotas are also being met in drainage (31,600 ha), building of irriga- 
tion systems (10,800 ha) and water tanks (4.2 million cubic meters) in an 
overall value of Kcs 1.4 billion. Investments, from approval of the concept 
to the present, amounted in 7 years to Kes 10 billion. 


Many Shortcomings Still Remain 


Despite these and other positive results in protection, fertility improvement 
and utilization of agricultural land resources, considerable shortcomings 
still persist in these areas. We are slowly eliminating the mistakes caused 
by less than systematic comparison of the physical invertory with the evidence 
provided by the land register, there are many cases «1 unauthorized substitu- 
tion of crops within the agricultural land resources, illegal extraction of 
gravel and sand from farmlands is being tolerated and shortcomings are also 
found in tilling and utilization of soil and inadequate registration of land. 
Furthermore, it is not always possible to oppose demands of investors for 
expropriation of the highest quality land and there are cases of unauthorised 
entries into cultivation. Conditions still have not been created for imple- 
mentation of construction projects in terrain locations with poorer soil and 
more demanding on investments, there is still a lack of innovated techno- 
economical indicators for giving preferential treatment to construction 
projects on pasture lands, on slopes, building more storeys and deeper 
subterranean facilities, etc. 


Criticism for poor management and less than systematic protection of agricul- 
tural land resources is the primary responsibility of farmers. Regrettably, 
that is the state of affairs and it does not enhance the good name of farmers 
who act as if they had lost their maternal relations to their native soil. In 
many JRD /Gnited agricultural cooperativeg] and SM /gtate farmg]/, they started 
laying out farms and constructed agricultural buildings on excessively large 
areas of fertile land. Now they are overgrown with weeds, the soil lies 
fallow. I call on the organs of agricultural management, officials of agricul- 
tural enterprises and national committees that in the spirit of the appeal 

of the ministers of agriculture and food and interior that they utilize these 
spaces for production of vegetables, fruit, fodders and other plants in short 
supply by members of cooperatives, of SM, eventually by gardeners and small- 
scale breeders. Sectorial authorities are reassessing the norms for land 
expropriation and are decreasing acreages to the lowest possible extent. 


Nor are we satisfied with the way stacks, silage pits and manure piles are 
placed. They unnecessarily take up too much fertile land. We are not suc- 
ceeding in our efforts to locate them on the worst soil. There are many 
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messy and low stacks where straw and fodder suffers damage and which, more- 
over, serve as lairs for predators and a breeding ground for weeds. Fields 
of wheat, corn and potatoes, on the whole, look nice and orderly, but stacks, 
manure and silage areas damage the appearance as well as the good name of 
good farmers. The state of crop rotation agrotechnique is also an eyesore. 

In many cases its state is very bad. Empty spaces, incomplete growth and 
weeds protrude tens of meters into fields. Even that is, in its way, a form 
of “land expropriation,” and unnecessary at that! Sectorial authorities 

are also taking measures in this respect; through the median levels of manage- 
ment they impose the obligation for elimination of such eyesores. They under- 
took organization of committees, issued guidelines for assessment of penal- 
ties, organize competitions, such as beautification of the living environment, 
etc. 


The continuing loss of the best farmland was and is a reflection of poorly 
effective management in this area and of a low level of enforcing state 
discipline and control in compliance with legal provisions and the measures 
adopted for protection and utilization of agricultural land resources. 
Granting of exceptions from the law by organs charged with protection of 
agricultural land resources was caused in many cases by influencing, even 
pressure generated by local interests and local patriotism. Conditions have 
not been created for responsible meeting of this important task at many sectors 
of the agricultural, water and forestry management of national committees at 
all levels, i.e., organs which the law regarding the protectionof farmland 
charges with main responsibility for its proper management and utilization. 


Systematic protection of soil requires a basic change in the approach of all 
those who make decisions in regard to the use of farmland for nonagricultural 
purposes. Implementation of these tasks calls on planning and investment or- 
ganizations to proceed even prior to compiling an investment plan in full 
compliance with the law regarding protection of farmland, not to undertake 
planning without assessment of the farmland's properties, discussion of the 
investment project with the soil user, organs of state and economic management 
of agriculture and organs charged with protection of agricultural land resour- 
ces. Findings made by state experts in assessing claims for implementation 
of capital construction point out the fact that not all losses of farmland are 
in keeping with the investment policy promulgated by party and state organs. 
In most investment projects, soil is evaluated only from the viewpoint of 
building cost effectiveness, not from the viewpoint of the need for its preser- 
vation for continued agricultural use. Regrettably there are not just a few 
plants and enterprises, including agricultural, whose layout takes up an 
unnecessarily large area with scattered installations, undeveloped areas beconm- 
ing hotbeds for propagation of weeds, pests and diseases to the detriment of 
the environment. 


More Must Be Done in the Future 


Even though the development in protection, improving fertility and utilization 
of agricultural land resources is positive, many shortcomings still persist 
and act as a brake on an accelerated approach to overall intensification of 
agricultural production. All that we have accomplished so far in protecting 
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and improving fertility of agricultural land resources is scarcely enough for 
us today; for future generations it would be extremely little. It must be 
stated openly that the moratorium which endeavored to stabilize acreage of 
farmland and to replace all farmland expropriations by recultivated non- 
agricultural land is not enough for the future. Prognoses regarding the 
acreage decrease of arable land till the year 2000 to 0.26 ha per capita 
cannot be accepted passively. We must, and it is our obligation to our 
descendants, strive to achieve an absolute increase in agricultural land in 
general and arable land in particular, and to systematically increase its 
yield. We cannot rely on intensification alone where there are definite 
biological limitations which can be overcome only at the expense of high 
inputs. Yes, we shall undertake intensification on a scientific basis as we 
must, but at the same time we must fight for every inch of land suitable for 
farming, so that increases in population can be matched by new arable and 
agricultural land. 


Soil is not only a means of production in agriculture, but also a natural 
resource of ours which is irreplaceable and nonrenewable at the same time. 
This perception also reflects our sensitive approach to utilization, up- 
grading and protection of all of our agricultural land resources, not only 
from the viewpoint of the present, but also from the viewpoint of long-term 
outlook. For that reason, it is also imperative that we change our existing 
relationship and attitude to soil in recognition of our responsibility to 
future generations. 


Improving Knowledge of Conditions 


In comparison with the CSR, the agricultural land resources in Slovakia are 
marked not only by geomorphological pecularities, but also by specific fac- 
tors of socioeconomic development. Agricultural overpopulation, particularly 
in central and north-astern Slovakia made it necessary to expand farmland 
even into unsuitable sloping areas where it gradually became devastated. 

The quality of soils in Slovakia is worse by 9 points than in the CSR. 
Slovakia has mre than 500,000 ha of acid soils requiring meliorative liming, 
1.2 million ha of soils threatened by erosion, 115,000 ha of low-yielding 
sand and gravel soils and 114,000 ha are devastated by flue fallout and other 
pollutants. The situation in utilization of available land is also starting 
to become complicated in such areas of interest as tourism, protected 

scenic regions, in zones for hygienic protection of water sources for con- 
sumption and curative purposes. Experts have calculated that the loss in agri- 
cultural production due to limitation of intensity is equal to an acreage of 
270,000 ha of farmland. 


Thus, all these circumstances called for a basic reassessment of approaches 
to intensification of agricultural production. We want to substantially 
improve our knowledge of soils and of the biological laws of nature, so that 
we leave for future generations not only an economically viable countryside, 
but also a beautiful and healthy countryside in which we, and particularly 
our children, will be able to lead a healthy life. For that reason we will do 
everything we can to base each interference with the soil on the biological 
concept of the region, the phases of which are gradually being worked out by 
scientific teams all over the SSR territory. 
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Already worked out is the bioproject of the East Slovak Lowlands covering an 
area of over 200,000 ha which is starting to be implemented and it is 
envisioned to undertake basic qualitative and quantitative changes in utiliza- 
tion of available land, forest and water resources. Changes will be made in 
its framework in the proportions between available land, forest and water 
resources to the benefit of agricultural land resources, to include individual 
crops, all in the interest of achieving an improved biological balance in 

this extensive territory. 


Also worked out is a bioproject for the special interest area of waterworks 
along the Danube which will also positively affect agricultural production in 
this special interest area measuring over 210,000 ha. In preparation are 
also bioprojects for Zahorie, for the Ipl River Basin, for the flysch zone 
and bioprojects for other areas of Slovakia. 


Increased Demands on Science and Research 


Increased demands are placed in this direction on the scientific research 
base. Scientific institutions of the Slovak Academy of Sciences and of sec- 
tors are faced with the task of reassessing the current utilization of avail- 
able land resources and come up with an updated systematic ecological areal 
division of the territory from the viewpoint of most economic utilization of 
soil for food production. Particular attention will be devoted to improving 
the yield capacity of soils, because the natural quality of its forms 
differs largely in relation to the wide variety of climatic and natural 
conditions in the SSR. We are of the opinion that there is a need for 
developing more intensively than has been the case soil science and its 
utilization, reinforcing scientific research centers and state organs by 
qualified teams with soil science background. 


Along with simple reproduction of soil yield, we will also select approaches 
to, and apply systems of, soil tilling that would prevent its plundering and 
reduced fertility. On the other hand, improvements will be made in increasing 
potential soil capacity. We want to achieve this by a wider application of 
technological systems which have been worked out and approved and for which 
sectorfal authorities issued the relevant organizational and economic guide- 
lines. 


In applying an expanded reproduction of soil fertility of low-yield soils, 
the scientific research base is reassessing the existing approaches to 
comprehensive improvement of the fertility of soil primarily from the view- 
point of hydromelioration and agromelioration operations. We want to expand 
the horizon of knowledge of those personnel engaged in improving fertility 
who participate in research and planning efforts. Available findings show 
that only full knowledge of the properties of soils, their processes and sys- 
tems provides a basis for successful improvement of their fertility. We 
demand of planning organizations to make goal-oriented specifications of 
soil properties a part of their projects with a prognosis of continued 
development of soil fertility and guaranteed yields. 











We are also reassessing the existing systems of organization of research, 
planning, layout, operation and maintenance of fertility-improvement and 
irrigation systems to make sure that they are implemented comprehensively 
and systematically on larger territorial entities while respecting the 
principles for producing a culturally and ecologically balanced countryside. 
Sectorial authorities are preparing organizational changes in this respect. 
Efforts are under way to form a scientific production association which 

will deal with care for soil comprehensively, i.e., it will deal with research 
problems in close linkage to investment as well as noninvestment fertility 
improvements the same way as in the USSR. 


In regard to protection of land resources and their utilization, we have a 
proposal of the Czechoslovak Agricultural Academy for establishment of a 
suprasectorial soil service, or a Government Committee for Land Resources 

and the State Inspectorate for Soil Protection. We welcome it and shall sub- 
mit it for consideration and approval by organs of the Slovak National Council. 


Slovak tertitory is located in adverse climatic conditions, particularly as 
regards precipitation conditions. In the course of the vegetative period, 
they adversely affect agricultural production in many cases. To alleviate 

or eliminate the effects of climatic conditions, we have a worked out 
comprehensive fertility-improvement program of a both investment and non- 
investment nature. Extraordinary attention is being paid to the drainage and 
irrigation program. 


A solution is currently also practically at hand in regard to the largest 
part of inundated agricultural soils in the most productive regions of 
Slovakia. We still must solve problems of water management adaptations and 
water conditions of heavy soils in the East Slovak Lowlands. The SSR 
Government will pay particular attention to implementation of these tasks 
and for that reason it appointed its own authorized representative for the 
East Slovak Lowlands region. In addition, it will check the progress of 
hydromeliorization projects every quarter. A similar approach will be 
used to adaptations of the water system and fertility-improvement measures 
in mountainous and piedmont regions in close connection with dealing with 
the overall water management system of the countryside. 


Expansion of the Hydromelioration Program 


The hydromelioration program and results of comprehensive pedological re- 
search tell us that we need to drain 557,000 ha of unindated areas. This 

was already accomplished on 343,000 ha. We are reassessing the traditional 
approach to draining inurdated soils by a tube drainage system and we shall 
apply new viable methods vased on scientific and research findings which bring 
about savings in financial and material costs. 


Irrigation projects in arid conditions are becoming an organic part of 
intensification and efficiency-improvement measures of dynamic development of 
our agriculture. New criteria are being worked out in the interest of 
improving the efficiency of irrigation projects and their areal distribution 
will be specified according to the former. A great problem encountered in 
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building irrigation systems at the present is turning out to be purity of 
water sources. For this reason, operations have already been limited in 
some already laid out irrigation systems, particularly in the region of 
the Little Danube, Slana, Vah and other streams. 


Even though utilization of laid out irrigation systems otherwise improved, 
we cannot be fully satisfied with the status quo. Thus, we are endeavoring 
that the planned specifications of individual construction projects be met. 
We are, therefore, gradually modernizing older irrigation systems by expand- 
ing high-performance irrigation and we are also adapting the structure of 
plants cultivated under irrigation conditions. By fertilizing irrigation 
systems in the most productive regions, we are also expanding the effective- 
ness of irrigation to conditions under which animal mass production is 
concentrated. We shall continue with increased intensity in the future to 
build irrigation systems in our potentially most productive regions. Imple- 
mentation of this task will require large water sources, particularly reser- 
voirs. We expect that the Ministry of Forestry and Water Management in 
cooperation with the relevant sectorial authorities will create in “the big 
stream” conditions conductive to implementation of this goal. The agricul- 
tural and food sector authorities will continue to pay particular attention 
to establishment of smaller irrigation systems, specifically for gardening and 
orchards. 


The irrigation systems completed to date cover 225,000 ha; approximately 
60,000 ha will te added by 1985 and in the long-term outlook till the year 
2000 it is envisioned to build irrigation systems covering a total area of 
525,000 ha at a cost of Kes 8-9 billion. 


An indivisible part of the comprehensive fertility-improvement program are 
also projects @ a noninvestment nature, i.e., agromelioration measures 
pursuing modification of chemical, physical and biological properties, of 
nutrient systems, etc. In this area we are faced with the task of 
increasing productive capacity on an acreage of 820,000 ha of arable land, 
400,000 ha of permanent grasslands and adapt 35,000 ha of soil for planting 
of orchards and vineyards. The devised fertility-improvement program, to 
which we ascribe extraordinary importance, will call for investment of 
approximately Kes 40 billion till the year 2000, of which more than Kes 18 
billion will go to noninvestment and almost Kes 22 billion to investment 
type fertility improvement soils. 


Promoting Deeper Relation to the Soil 


We are not interested in just a progran. The issue is that the attitude of 
those who implement this program, and especially of those who work the 

soil should be equal to the greatness of task. This, however, is 
regrettably our weak point. We look back with respect to the ardent relation- 
ship our fathers and mothers felt to the native soil, their provider. They 
spared no efforts to give the soil what it still has, at the expense of 
privation and hard calluses. This relation often culminated in family 

feuds, litigation and sometimes even tragedy. That is what we do not want. 
We only want that this deep beautiful feeling for the soil become once again 
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rooted in us and our descendants under the conditions of socialist owner- 
ship. Such an open concept of the relationship t the soil must become 
permanently fixed in the conscience of all of our citizens, particulary of 
our young generation. As our fathers and grandfathers taught us respect 
for the soil, let us meet our obligation to instill it in our children and 


the coming generations. 


We regard the results achieved as a reflection of objective reality. We do 
not rejoice over successes, because we are aware of the fact that increments 
in agricultural and arable land which we have managed to enter into the 

cegister originated for their major part in corrections of the delimitation 

of agricultural lend resources into forestry resources and their restoration 

to agricultural use. Nevertheless, the moratorium has taken hold and its posi- 
tive results and the results achieved in implementation of the fertility- 
improvement program will manifest themselves in the coming years.' 


With a feeling of great responsibility for producing nourishment for the grow- 
ing numbers of the populace we are fully aware that we are faced with such 
harder and purposeful effort than was the case up to now. There is no other 
way out for us, no other possibility, but to keep on improving intensifica- 
tion of agriclutural production by full utilization of the available and past 
inputs into scientific and technological progress at hand. Nobody will make 
the planned implementation of plant and animal production easier for us. 

We must achieve a state, figuratively speaking, that where in the prewar 
period there grew one stalk (now it is 2.5), by the year 2000 we must achieve 
a 3 to 5-fold increase. It can be done, but at the expense of extraordin- 
arily high inputs by the society into biology, chemistry and technology in 
the interest of protection and improvement of the fertility of our land 
resources. 


Viewing the problem of the food problem with this aspect, we must characterize 
the overall development in land resources as too slow and inadequate for 
fulfilling its function for future generations. ¥e must embark on a more 
demanding course, but in no case will we make do with only the measures of 
the moratorium. We must uncompromisingly meet tasks in further expansion of 
acreage, particularly of arable land, not to sink too far below the limit of 
0.30 ha per capita. An acreage of 0.26 ha per capita, in view of the natural 
productive capacity of soils in Slovakia, would render the role of the sector 
of agriculture and food in feeding the nation substantially more difficult. 
This goal of expansion of arable land applies to the sectors of agriculture, 
as well as forestry and water management and others. 
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FUNCTIONS OF NATIONAL SAVINGS BANK DESCRIBED 
Budapest MAGYAR HIRLAP in Hungarian 2 Jul 83 p 5 


/ Interview with Dr Jeno Szirmai, executive director of the OTP /National 
Savings Bank--NSB/ : “Trust in Savings" by Istvan Matko, reporter 


/Text/ The nation is living under intricate, difficult 
conditions. The new developmental course of the economy 
limits savings to what is possible. These days, the 

number one problem is to maintain balance--both our internal 
conditions and our foreign market require it--and to preserve 
the standard of living. Also in the judgment of moderates, 
our national economy is struggling with one of the most 
stringent tests of the post-WWII period. 


How does this affect the functioning conditions of a unique, although very 
important area of signal value, the NSB? For instance, was there a change in 
the inclination of the people to save? The questions--discussed with Dr Jeno 
Szirmai, executive director of the NSB by our reporter, Istvan Matko--are 
interesting also because they can help us evaluate the situation more indepth. 


/Question/ How does the current econonmic situation affect the work of the 
NSB, that is, does it note a change in the willingness of people to save because 
of the moderation in real income during the past year? 


/answer/ It is noteworthy that the leaner years did not decrease the mood to 
save although, understandably, the rate of increase in deposits was slower. 
While before 1978, the population deposited 4-5 forints from every 100 forints 
of income, this dropped to 3.70 forints in 1981-82. This proportion remained 
virtually unchanged this year. Another, quite important experience is, that 
there is an increased demand for credit by the population. The amount of loans 
today is more than 140 billion forints. Loans are requested primarily for 
housing construction and modernization, sechanization of households and for 

the purchase of durable consumer goods. 


An evaluation of the many thousands of requests and of the complex reasons, 

far too many to enumerate, reveals that people consciously incorporate credit 
in the realization of their goals, their plans are of longer-range. Today, the 
population has about 186 billion forints in savings. The governmental finance 
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authorities strive to promote this purposeful thrift: more recently, by 
offering numerous new forms of account--saving letter, youth account, etc.--they 
provide incentives for the citizens to tie down the money they are able to save 
for a longer time. This is advantageous to all: the NSB receives a new source 
to be utilized, the investor receives a higher rate of interest or other rebates 
which, when combined, also insure that the value of his deposited savings remains 
constant. 


/Question/ Let's s« y with housing construction because the NSB has a principal 
role in this. Accc: ing to the governmental program, the great majority of new 
homes are built through private effort--this year, about 60,000 out of the 
76,000. Is there enough credit for this? Is it not necessary--as gossip has 
it--that credit lending be temporarily suspended because of the critical building 
material supply? 


/Answer/ These rumors are entirely without foundation, there is no intention to 
stop the flow of credit. Precisely the opposite has occurred: the Savings Bank 
was provided with the means to satisfy every realistic loan request for housing 
construction, modernization and renewal! I emphasize, the stress is on realistic 
demands. This year, about 30 billion forints are available for this purpose, a 
higher amount than ever before. This wide scale loan support is natural and 
completely understandable because the governmental program has the goal to 
facilitate private construction. What do the numbers show? They show that, by 
the end of May, we already provided 11 billion forints in loans. This amount 
exceeds by 60 percent the credit extended during the first 5 months of last 

year. It deserves special mention that, during the 5-month period, we gave loan 
permits to construct about 19,000 family homes, about 3 times more than during 
the same period last year. In view of the plans and experiences, we expect that 
the rate of construction will not diminish. I repeat, well-founded loan requests 
we can, and will satisfy continuously, also during the later part of the year. 


Here, I want to mention one of our interesting and useful actions, the construction 
of studio-type housing for youths, a project executed jointly with the councils. 
During the sixth 5-Year Plan, 5,000 young families will thereby get their own 
homes. The plan is that the young couples, after their child is born, should be 
able to progress further; we shall offer larger housing units to them and the 
studio apartment will be recirculated. In general, our financial institute 

intends 60-70 percent of the housing built to go to young people. 


/Question/ But will there not be too large a credit outflow? Would it not 
create some stresses in upply? This question does not relate to building 
materials alone.... 


/Answer/ The construction of private housing is the result of a conscious 
policy. Several godes and means are used by the government to support it, for 
instance, with advantageous loans, sociopolitical allowances, reduced price lots, 
etc. I should like to stress the word conscious. From a sociopolitical stand- 
point, the evolving practice is correct by which the citizens assume a given 
fraction of the costs of producing a home, in accordance with their financial 
strength, thereby decreasing the burden on the state. It is also not unimportant 
that this very positive economic and sociopolitical program guides the income 

in the right direction and has an effect on determining the goals of the saving 
process. 
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/Question/ Talking about loans, doesn't the NSB have much trouble with defaults 
on the installment payments? 


/Ansver/ Not really. There are only a few hundred cases a year where a lawsuit 
arises between the Savings Bank and the debtor. It has been our experience for 
a long time that the overwhelming majority of those requesting a loan calculate 
realistically before they appear at our office. Of course, there also are 
undesirable occurrences, especially now with the upturn in the housing market. 
As mentioned, most people calculate realistically, balance their possibilities 
carefully and will, accordingly, select a real estate property which they can 
buy with a bank loan of 100,000 forints or slightly higher. These moderate 
demands will be satisfied continuously. 


On the other hand, regarding the processing of the increased number of loan 
requests, I could not say that this task is easily accomplished. Numerous 
branches of our bank must use overtime to finish in time the otherwise very 
thorough and circumspect loan appraisals. Also for this reason, we consider 

it strange that, knowing the many things to be arranged, the population does not 
take advantage of the longer banking hours on Thursdays. All together, in ay 
opinion, the success of the private housing program will not hinge on the Savings 
Bank because our employees are very willing and happy to deal with the housing 
matters of their fellow men. 


/Question/ Let us change the subject. According to the experiences, the finan- 
cial institute is dealing not merely with housing. For instance, the small 
enterprisal “package plan,” how does it adapt to the new economic conditions? 
Has the NSB extended, or is it extending more credit to the small tradesman, 
small enterprise and private entrepreneur? 


/Answer/ Yes, we have given loans for such purposes, and such activities are 
steadily and rapidly expanding. The offering of the small enterprisal possibility 
produced a lively interest. Last year alone, more than 350 million forints 

credit was extended to private entrepreneurs for machine purchases, shop construc- 
tion and other purposes. Thereby the credit to private entrepreneurs was 
increased by about 140 million forints last year. On the other hand, their 
passbook holdings were increased by a considerably higher amount, nearly 400 
million forints. This simple ratio also leads to the following conclusion: the 
increase in private enterprises--in addition to their satisfying a real need, 

for instance, in production and services--also brings about a return of capital 
money, significant amounts are channeled into the flow of social reproduction. 


The best example is the household lot. With their increased st rength--through 
their own available goney or through loans from the NSB--they routinely expand 
our production funds. The goal is to expand meat, medicinal plant and vegetable 
production, in part individually or jointly with the state agricultural enter- 
prise, cooperative, buyer or processor enterprises. Very useful cooperation can 
develop among our financial institution, the integrator enterprise and the 
household unit. 


Similar solutions can provide the possibility to expand the background industry 
where, for instance, individual large enterprises are accepted by the NSB as 
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sponsors and loans are given to economic work cooperatives, small enterprises 
and small cooperatives. This year, in 19 instances, a total of about 4 gillion 
forints was given to economic work cooperatives. Private enterprises have 
received loans of 4.7 million forints since the beginning of last year, to 
establish pensions. Occasionally, interesting goals also pop up--we were asked 
for a loan to build an aerobic gymnasium, to establish tennis courts. In ay 
opinion, the financial capital given to private entrepreneurs to lower the 
deficiencies, to expand services, bul even to produce export goods is also 
rec: veored by the national economy--it helps us to achieve our general goals. 

In view of all these, we shall widen, further expand our savings and loan 
activities. 


/Question] That is, you will increase the credits given to small enterprises? 


/Answer/ Up to the limit of practicability, yes. But we are also doing something 
else, we plan to establish an innovation bureau or daughter company. We wish 

to use this form to increase the financing of the production of goods lacking 

in the domestic market and also of goods which would expand hard currency export. 
Either by simply providing loans or by having the NSB daughter company enter 

as partner in the undertaking. We are currently working on the appropriate 
organizational mechanism. And, to add another thought to the housing problems, 

we want to considerably expand the sale and purchase of real estate. In 
Budapest, we shall soon open our real estate agency where we will deal with the 
sale and purchasing of lots--doing it in combination with credit loans. 


Dr Jeno Szirmai was born 14 March 1921, to a worker family in Kaposvar. He 
received an agrarian-economist degree in 1964. He joined the workers’ movement 

in 1935; after the liberation, he filled various party and economic management 
positions in Somogy Megye and later, for a few years, in Komlo. Im December 1956, 
he was elected first secretary of the Somogy Megye Committee of the Hungarian 
Socialist Workers’ Party. From April 1962, he was president of the National 
Federation of Cooperatives. Since November 1968, he has been executive director 
of the NSB. He holds several state honors; in 1981, he received the “For a 
Socialist Hungary” medal. 
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ECONOMY AT MID-POINT OF SIXTH FIVE-YEAR PLAN EXAMINED 
Budapest HETI VILAGGAZDASAG in Hungarian No 26, 25 Jun 83 pp 4-5 


[Interview with Albert Kiss, vice president of the Central Statistical Office 
{[KSH], by Andras Banki: “Balancing”] 


[Text] The calendar shows it's half time in the Sixth Five- 
Year Plan, which can serve as a satisfactory reason for 
placing the most important economic processes of the last 
two and a half years into a statistical wirror. We asked 
Albert Kies (age 63), vice president of the Central Statisti- 
cal Office, about the balance of the plans and their ful- 
fillment. 


[Question] The opportunities and equilibrium requirements of the Hungarian 
economy dictate slow growth during the early 1980's, and meeting the payment 
and debt service obligations demand that domestic consumption be smaller than 
the national income. Two and a half years of the Sixth Five Year Plan have 
passed; what do the numbers show, how well are the plans being fulfilled? 


[Answer] The actual increase of the national income in 1981 was in accordance 
with the plan, in 1982 it was greater than that, nearly 5 percent during the 
two years together. Domestic consumption increased in 1981 (by 0.7 percent) 
in contrast with a planned decrease, and in 1982 it decreased according to the 
plan (by 1.4 percent). This shows that the difference in rates between pro- 
duction and domestic consumption in 1981 fell significantly short of the plaa; 
last year it was significantly larger than the plan and the previous two 
year’s. Even so the differing dynamics of production and consumption led to 
the gradual elimination of the import surplus, then in 1982 to the develop- 
ment of export surplus. We have succeeded in implementing the improvement of 
the balance while the change in foreign trade prices and the deterioration of 
the exchange rates made the balance worse for both years. At the same time 

it can be considered a favorable phenomenon that while in 1979-1980 the main 
source of iteaproving the balance was the cutback of domestic consumption, in 
1981-1982 we also succeeded in placing the increase of production into the 
service of reestablishing the equilibriun. 


[Question] The requirement of preserving the standard of living on society's 
scale mandates that accumulation be cut back such more strongly than consump- 
tion, which has expanded, even though gsodestly. But an accompanying factor 
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*s the removal and centralization of the incomes generated by the economic 
»perating organizations. What kind of numbers and ratios can we talk about 
in this respect? 

[Answer] In 198l1-—-deviating from the goals--the greater portion of the in- 
crement in the net income still increased the income of the economic operat- 
ing organizations, the total of which in this way exceeded the plan, and ex- 
cessive investment purchasing power undesirable from the foreign trade bal- 
ance viewpoint, had been generated. For this reason the treasury took away 
the net income increment in 1982. During the last two years the centralized 
portion of net income increased continuously: from 69.9 percent in 1980 to 
71 percent in 1981, and to 73.3 percent in 1982. In 1981 the increase of the 
ratio came from increased taxes on profits, while in 1982 from increased with- 
holdings before profits. 


Table 1. The Hungarian foreign trade balance 


\ magyar kulkereskedeimi forgalom ezyeniege 
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Egyenieg s2erz6deses Gren’ 
8 1980 —96.0 —1439.0 +221.9 ¢ 











$735.7 — 7575.3 
1981 —M2.9 —10245.3 +2586 + 85195 — 1725.5 
1982 —~—S67.5 —13053.7? +7334 +27 654.4 +12 500.7 
1982. ,envuer—aprilis —2073 — 658.3 + 91.1 + 30518 — 3 456.5 
1963. ,onver—oprilis —M2.3 —~ 93094 +266.3 + 9802.1 + 292.7 

g Egrenteg 2 tenyleges fuvortizetéses ligyel bevetelevel 

1980 —611.6 —17262.3 — 146 — 8135 —175.8 
1961 —Mi.dke —139522 + 22 — 1075.2 —1286770 
1982 2.4 —18 WO.) +5168 +19681.2 + 1 380.5 
1982. janver—doprilis —70.0 — 768.1 +1968 + 65.2 — 7032.9 
1983. jonudr—eopritis —416,1 —10908.6 +1933 + 746628 — 3245.8 





Key: 


year, month; January-April 

ruble accounts 

nonruble accounts 

total 

million rubles 

million dollars 

million forints 

balance at the contractual prices* 

balance including actual payments for freight 


Comwna5ow & WN — 
>. 


*At values corresponding to the purchase or sales location abroad according fo 
the contract. Source: KSH 


[Question] In recent years several measures modified the system of forming 


and using the enterprise interest funds. Did these contribute to the improved 
balance situation? 
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Table 2. Month—by-month development of export and import (at official for- 
eign currency exchange rates, including the precalculated freight costs) 
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Key: 
1. billion forints 
2. import 
3. export 
4. initial letters for the names of months 


[Answer] Over-all, yes. As a result of the efforts aimed at cutting back in- 
vestments, compared to the previous year in 1981 the socialist sector's invest- 
ments decreased by 6.7 percent at comparative prices, and by an additional 3 
percent in 1982. The payments made at current prices decreased less than this 
and last year they even slightly exceeded the previous year's and also the 
plan. The state's investments--at current prices-—-decreased more significantly 
in 1981, by 10.4 percent, and less in 1982, by only 0.7 percent. But invest- 
ments by the enterprises increased in both years in contrast with the projected 
decreased--due to larger than predicted growth in the enterprises’ own re- 
sources: by 2 percent in 1982. The effect of measures aimed at limiting the 
investment resources could be seen in 1982 only in the decrease of overfulfill- 
ments, 





[Question] What are the “quality indicators” signaling? 


[Answer] Production increases were realized with more efficient use of the 
resources needed for production. The number of people employed in the produc- 
tion branches has decreased, the mandatory work week was shortened, and pro- 
ductivity (national income per person employed in the material branches) in- 
creased by more than 6 percent. The large increase in basic material and 

energy prices provided incentive for the enterprises to effect stricter econo- 
mies in materials and energy. The fact that in industry, for example--excluding 
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the food industry--the material ratio in production decreased from 70.5 per- 
cent in 1980 to 68.2 percent in 1982 illustrates this. The national economy's 
energy consumption remained stagnant in 1981-1982. In 1982 the material 
branches used 3 percent less energy than in 1980, and specific energy consump- 
tion decreased by more than 8 percent. This saving covered the additional 
energy consumption by the population and by the communal sphere. 


[Question] What characterizes the manpower situation? 


[Answer] The decrease in the number of active wage earners since 1976 con- 
tinued also in 1981-1982 and on 1 January 1983 their number was 4,992,000 
persons which is 23,000 less than two years earlier. Similarly to the pre- 
vious years the number of active wage earners over the retirement age is 
decreasing while that of the people under it, that is, of those of working 
age is increasing. Employment continued to decrease the most in industry 
and in the construction industry: in 1982, for example, by 2.0 and 4.7 per- 
cent, respectively. Employment decreased also in the areas of transporta- 
tion and communication, while in commerce and in water management about the 
same numbers are working as two years earlier. At the same time the employ- 
ment increases in agriculture and forestry management are significant: in 
1981 the number employed here increased by 2.5 percent, and last year by 3.2 
percent. But the increase occurred not among those employed in agricultural 
jobs but outside the basic activities. The number of people employed in the 
nonmaterial branches also increased in the last two years. 


As far as manpower migration is concerned it increased in 1981 and also last 
year. The number of job changes in the material branches of the socialist 
sector was 466,000 in 1980, 517,000 in 1981, and 525,000 last year. Even 
though the manpower demand decreased in recent years on the national economy's 
level, on the one hand the excessive use which characterizes manpower manage- 
ment, and on the other hand the global manpower shortage still exist. The 
structural--qualitative, regional--lack of balance decreased even less. Thus, 
for example, there is a shortage of heavy physical workers or those willing to 
do jobs with low prestige, while in a number of geographic regions--for example, 
in Borsod [negye] and Zala [megye]-~young people with secondary school educa- 
tion who want to work in administrative areas can find jobs primarily in physi- 
cal job areas after completing their schooling. 


[Question] In terms of numbers, how are the wages and real incomes develop- 
ing-~keeping the consumer price level in mind? 


[Answer] The population's nominal income exceeded the plan in 1981 and 1982. 
The net nominal average earnings of workers and employees increased by 5.8 
percent in 1981 and 5.5 percent in 1982, of those working in agricultural co- 
operatives by 7.2 and 6.3 percent, respectively. Since in 1981 the 4.6 per- 
cent increase of consumer prices was at a lower limit of the planned increase, 
the real wages of workers and employees increased by 1.1 percent, the real 
earnings of TSZ [Producer Cooperative] workers by 2.5 percent. Last year-- 
partly because of incomes paid in excess of the plan--the purchasing power 
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was held back by increasing the consumer prices. This way the consumer price 
level increased faster than planned, by 6.9 percent--within this, by 6.7 per- 
cent for workers and employees, and by 7.2 percent for TSZ workers. By this 
means real wages decreased by 1.2 percent compared to 1981, and TSZ real earn- 
ings by 0.8 percent. At the same time the per capita real income increased by 
3.2 percent in two years, and the increase of social incomes--retirement pay, 
child care--had a definitive role in this. This latter now amounts to one- 
third of all incomes, and in two years increased by a total of 5.9 percent. 


[Question] How has the population's consumption changed? 


[Answer] Per capita total consumption by the population in 1982 exceeded the 
1980 level by 3.8 percent. Within this the consumption of products increased 
by 3.2 percent, and services which represent one-fourth, by 5.8 percent. 
Within the consumption of products the increase was largest--7.1 percent--in 
the purchase of durable consumer goods, and in the consumpiton of heating and 
household energy. This latter has been growing faster for a longer time than 
total consumption with the increase of the housing supply and with improvement 
in supplying the homes with utilities and appliances. The average rate of 
their increase was around 7 percent in the late 1970s, which significantly 
decreased due to the effect of price increases and was 3 and 3 percent, re- 
spectively, in the last two years. The purchasing of clothing items did not 
change over-all in the last two years. Among foods, the per capita consump- 
tion of those containing animal proteins-—-meat, milk--increased, while at the 
same time cereals decreased. Lard consumption is high and has not changed 
since 1980. No increase is seen for fruits and vegetables, while the growth 
rate in the consumption of luxury items has decreased. Within this, calcu- 
lated in terms of natural units, the per capita alcohol and tobacco consump- 
tion decreased somewhet. 


[Question] Statistical data for the year’s first four months make certain in- 
formation available about implementation of this year's plan goals. What are 
the most characteristic processes? 


[Answer] In foreign trade accoun.ed in convertible currencies in the first 
four months a surplus has been created significantly in excess of that a year 
ago. In contrast with the 1 to 2 percent growth projected for the entire 
year, industrial production has fallen somewhat short of that a year earlier 
and this is an unfavorable signal. At the same time the foreign sales of in- 
dustrial products grew by 5.6 percent. To the end of April the total sales of 
food products was 6.6 percent more than in the first four months of last year. 
For these products, in addition to insuring the domestic supply the export 
has also significantly increased. The value of materials, semifinished prod- 
ucts, spare parts, and industrial consumer goods imported from abroad and 
calculated at current prices was less than a year ago. At the same time ex- 
port increased in these product groups. 


[Question] Is the additional income of the enterprises and of the population 
being spent? 


a 
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[Answer] This year's plan has projected moderation of the sums spent for in- 
vestments. But in the first four months we saw quite the opposite of this: 
investments exceeded last year's by 12 percent. The overwhelming majority of 
the additional incomes spent were for state investments. Retail sales--which 
approximately reflect the population's consumption--increased by 6.4 percent 
at current prices during the first four months of the year, while at compara- 
tive prices and allowing for the price increases it was 2 percent less than 
during the same time period last year. 
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STREAMLINING OF DOMESTIC TRADE ACTIVITY DISCUSSED 
Budapest FICYELO in Hungarian No 27, 7 Jun 83 pp l, 4 


/Interview with Dr Zoltan Juhar, minister of domestic trade, by Gabor Karsai; 
date and place not specified] 


/Text/ We are talking more and more about the need for the 
complex further development of our economic management system; 
but partly as a result of the compulsion to make rapid deci- 
sions and partly as a result of traditional reflexes, the 
specific measures are not always in harmony with need. The 
higher organs are at presen’. working on a program on the basis 
of which the daily conflicts may be handled in such a way that 
their solution will promote, or at least not thwart, the 
realization of our longterm goals. Where does domestic trade 
stand now in the development of this concept? Our colleague, 
Gabor Karsai, talked about this with Dr Zoltan Juhar, the 
minister of domestic trade. 


/Question/ In relation with the complex further development of the economic 
management system, what kind of gouls do you have for the modernization of 
trade activity? 


/Answer/ Modernization of trade activity cannot be separated from the develop- 
ment of the economy, or from the complex further development of the economic 
management system. The domestic market is unified, and not only commercial 
but also producer enterprises are part of it. Moreover, every subbranch, 
including domestic trade, has specific problems, the solution or the insoluble 
nature of which can react on the further development of the economy as a whole. 


The basic goal of modernization is to satisy the demand of the population at a 
better and higher level, substantially to improve purchasing conditions and 

to increase the efficiency of commercial activity. To achieve these goals, it 
is necessary to increase the market sensitivity of the enterprises, strengthen 
competition and shorten the physical and economic course of the commodity. We 
need to create for the price and regulatory system greater compulsion and 
interest for a better adjustment to supply. Following the consolidation period 
of the economy, we need to increase the competitive role of imports. 
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The modernization process did not begin now but toward the end of the 1970's, 
and we have succeeded in making progress in a number of areas. In the past 2 
to 3 years we have witnessed many new initiatives which point in the direction 
of realizing the goals we have set. It is in our basic interest to continue 
the modernization, accelerate it in certain areas and create conditions that 
will constrain the enterprises to a quality satisfaction of demand with ability 
to pay according to the requirements for an improvexent of efficiency. 


The means of implementation are, in general, the same as those used in the 
economy as a whole: in addition to those mentioned above, an increase in 
enterprise independence and responsibility, and modernization of the management 
and organizaticn systen. 


We have worked out a multiyear ministerial program for modernization. We will 
see the realization of its full development in the Seventh 5-Year Plan period. 


/Question/ What parts of this action program are already drafted? 


/answer/ We regard it as a basic principle that commercial activity means 
primarily function and not isolated organization. Proceeding from this, we 

seek the development of variable integration systems within the trade process, 

the undertaking of commercial activity also by the producers, a strengthening 

of the role o* trade in production organization and the operation also of new 
business foras in trade. With the further development of multichannel trade in 
products, the physical and economic course of the commodity should be rationalized 
with an increase in direct purchases. Trade development assumes that the entre- 
preneurial nature of enterprise work should be substantially strengthened in 

the economy as a whole and in trade. 


Marketing activity embracing the entire vertical is necessary for creating 
market orientation in the economic organizati-ns. They must start processes 
as a result of which the always necessary reorganization will occur by way of 
self-development guided by interest. On the other hand, the task of management 
is the control of the processes, the solution of legal restrictions and the 
further developwent of economic conditions. At the same time, the existence 
of monopoly sicuations aud the area restrictions that survive in various forms 
make it necessary to undertake organizational measures that serve acceleration. 
But these must not cause breakdowns of an important nature, even temporarily. 


The condition for realizing goals to be attained with management modernization 

is that the inefficient enterprises should not be able to count unconditionally 
on rescue, and in justified cases there should be investigations of the viability 
of their structure and operation. 


/Question/ Are there signs of a strengthening competition among the domestic- 
trade organizations, of an expansion of profiles, operational areas and small 
and large foreign-trade activity whicb up to now has not belonged to the basic 
activity? 


/Answe r/ Competition is developing in the cities between state and cooperative 
trade. The introduction of new operational forms and the increase in the role 
of private trade are also promoting competition among the businesses. 
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The way now exists to a greater extent than before--although still not satisfac- 
torily by any means--for the enterprises to use prices, the level of the business 
network, the quality of service, good propaganda work and the expansion of the 
scope of commercial services as a means of competition. 


Variable forms are being developed for participation in foreign-trade activity. 
One or two commercial enterprises already have the independent right to organize 
imports, establish cooperations and projects--in some cases even by way of 
associations--which can promote the development of competition. 


Of course, competition cannot be limited to the commercial area; in fact 
competition among industrial enterprises or import competition is one of the 
important conditions for a sellers’ market gradually becoming a buyers’ market. 
At the same time, we cannot permit the competition which exists locally among 
producers to be reduced or eliminated by commercial enterprise structure, the 
attitude of certain enterprises, agreements limiting competition or management 
means and methods to impair enterprise independence. 


The recommendations made thus far--for the expansion of profiles, for solving 
the elimination of the operational area and for the expansion of activity beyond 
basic activity--have increased the possibility of competition. If necessary, 

we must continue to ease profile restraints. And as a matter of fact, according 
to enterprise law the enterprises can already make decisions on their own 
authority for up to 30 percent of their trade. But the enterprises are not us 
yet using this authority adequately. 


In commerce, too, there are enterprises which stand essentially alone in their 
profiles on the national or local market, that is to say, they enjoy a monopoly. 
We must seek gradually to eliminate this situation. We are not primarily con- 
cerned with creating several enterprises out of one but of creating an economic 
environment which will make small, medium and large enterprises market sensitive 
or stimulate them to competition. 


We regard it as incorrect if the large commercial enterprises, perhaps by 
abusing their advantage, prevent direct industrial ties in retail trade. To 
achieve this, however, there must also be a change in the i arket behavior of 
industry, and in appropriate circumstances it must also serve retail trade. We 
must put an end to that convenient situation where one or two producer enter- 
prises face only one, two or three large commercial enterprises. 


/Quest ion/ It appears that “=p to now the modernization of the organizational 
and operational 4ystem within domestic trade is concentrated primarily on retail 
trade. What are the ideas of the Ministry of Domestic Trade regarding wholesale 
trade? 


/Answer/ We regard it as natural to devote special attention to retail trade, 
including stores. Here is where trade is in direct contact with the consumer. 
Therefore, we have introduced new operational forms--primarily the contractual 
system--which can bring quality improvement into the provisions. But for this, 
we need to have available alternative acquisition sources, and wholesale trade 
should ease the acquisitions of these stores. For example, the number of self- 
service warehouses should be increased. There is no impediment to the 
establishment of small co-ops for the performance of trade activity. 
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There will be need over the long run in many areas for traditional wholesale 
trade, but wholesale trade functions, in all certainty, can be carried out in 
more va ‘lable frameworks than exist today. We must also in this area eliminate 
unjustified monopolies, thereby strengthening economic competition. With the 
expansion of opportunities for the circulation of means, with the solution of 
profiles and the creation of interests, we want to link the producers, the 
producer-means trade, retail trade and even foreign trade more closely in the 
carrying out of this function. 


/Question/ In the framework of commodity trade planning and market supervision 
activity, is it justified to maintain a system of tocal goods coordination? 
Would it not be enough outside of the coordination of several truly basic 
products to be satisfied if the enterprises themselves indicate when they are 
threatened by a shortage which may bring on strains and actually require 
intervention? 


/answer/ It is our basic principle that enterprises and co-ops should indepen- 
dently enter into relations with producers, and through these ties adjust 
flexibly to the changes in demand. It may happen, however, that the enterprises 
cannot agree with the industry. When such problems arise, we must above all 
investigate whether their solution actually exceeds the possibilities of the 
enterprises. 


Central management continues to demand that for basic items and for items which 
the commercial enterprises are not able to acquire in sufficient amounts to meet 
the demands of the population, it should have timely and adequate information 

in order that the necessary preventive measures may be taken. We are striving 
to see that the information necessary for carrying out the market supervising 
sphere of authority--primarily as related to products also held centrally--should 
be sent to the ministry. This could also be promoted if the ministry, in 
accordance with its new type of work, established adequate prior ties with the 
enterprises, which will make possible a continuous flow of information regarding 
cose expected supply problems which require that measures be taken. 


In the case of shortages indicated by the enterprises, the ministry together 
with coauthorities examines jointly the possibilities of creating a market 
balance. The action possibility, however, differs from what was possible 
several years ago, for Hungary's situation makes possible only to a limited 
extent the directing into domestic trade of commodities for export, or increased 
imports. Therefore, we are trying more and more to solve our problems by 
building on enterprise independence. The latent possibilities show that the 
value of the items imported by the domestic trade enterprises in the framework 
of various projects--state and co-op exchanges, border and department store 
exchanges, cooperation projects and so forth--amounts now to one-fourth of the 
normal consumer item imports. 


/Question/ Nowadays more is being said about the supply responsibilities of 
the enterprises, which is not only illegal but by its naturai character is 
antithetical to the profit interests of the enterprises. What is the position 
in this respect of the Ministry of Domestic Trade? 
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/Ansver] Supply responsibility is regulated by domestic-trade law, which states 
that the government is respozsible in the framework of the economic plan for 
the population's supply. Accordingly, our measures are directed to seeing that 
the independently operating enterprises, guided by their interests, should 
prepare themselves to meet demand. Thus the enterprises are responsible in 
order that the production organizations should do their orders in such a way 
that they will manage in a balanced manner and increase their profits by meeting 
demand. 


I believe that a mistake is committed by the eterprise leadership which shapes 
its commodity composition in such a way that ii does not order less expensive 
items in accordance with expected demand because the profit is relatively small 
and the sales work is intensive. In this way it gives up a part of its buying 
public and also loses the profit which come from the sale of the products. On 
the other hand, it is the state management that must see to it that the profit 
margins assure an income proportional with the function. 


But the avowed princi: #s regarding supply responsibility and practice do not 
coincide in every way. As with the development of economic management the 
effort shifts from the effort at direct guidance of natural processes to commer- 
cial guidance, the correct principles are realized more and more in practice. 


I believe today central observance of the most basic products is still justified. 
These include, for example, certain foods, fuel and building materials, children's 
things and import products. All products which are important from the viewpoint 
of the population belong here, and on the basis of enterprise indications break- 
downs must be prevented through government measures by using market supervision 
powers. Nor can we give up seeing to it that the small settlements are provided 
with everyday articles better than heretofore. At the same time, it is obvious 
that we cannot speak of supply responsibility in the old sense in the cities, 
where there is competition, or in the case of assortment-intensive industrial 
items where the buyer may select from a broad rang. 


We must also reckon with the fact that the supply of the population with 
commodities requires the operative measures of economic manigement. At the 

same time, interventions that are too frequent may raise a question as to the 
extent of the guiding organ's responsibility for the operation of the enterprise 
and that of the enterprise management. Thus these interventions must be limited 
to the most essential, and as we make progress in the economy as a whole with the 
modernization of guidance, there will be less and less need for frequent central 
intervention in interest of the population's supply. 


In our guidance work during the next 2 to 3 years, we must make an effort to 
protect the level of supply or to improve it in certain areas, and to improve 
purchasing conditions including the maintaining of open hours during the popula- 
tion's free time and a rise in commodity quality. 


In a period of stagnation, even decline, in real incomes, it is particularly 
important that domestic trade should represent more strongly than before the 
interests of the consumers, particularly in respect to production according to 
quality and assortment demand. 











The production conditions exist for a good food supply, and in fact there is a 
possibility now for an expansion of the range of selection, improvement of 
quality and better adjustment to changes in consumption. This sust appear 
everywhere in commercial supplies, both ‘n small settlements and in small areas. 
Beyond protecting the level of industrial items we must improve, in harmony 
with the realization of our sociopolitical goals, the supply of products that 
serve this demand, for example, building materials, which is the condition for 


fulfilling the housing construction program. We gust expand commodity assortment 
to meet the special demands of certain subclasses. 


The human factor has a determining role in the realization of concepts. With 
changes in the economic environment, the requirements on enterprise and store 
managers and workers are increasing. No matter how well we work out a concept, 


its realization depends on whether from the manager to the store workers the 
incentive exists for its realization. 
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DEBATE, DISPUTES AT REFORM COMMISSION SESSION HIGHLIGHTED 
Warsaw ZYCIE GOSPODARCZE in Polish No 27, 3 Jul 83 ppl, 4 


[Article by Tomasz Jezioranski: “Primum non Nocere”--words between slant lines 
in boldface] 


[Excerpts] “Although economic reform is a difficult, complex, and time- 
consuming process, we will consistently transform the functioning of the 
economy--in accordance with the resolutions of the 9th PZPR Congress. There 
is no retreating from this direction. It is not only a matter of principle. 
The reform is beginning to bear fruit already now.” 


That's how Premier General Jaruzelski opened the latest session of the Economic 
Reform Commission on 22 June 1983. "We should popularize good examples, con- 
solidate the fundamental principles and efficient solutions, and modify the 
mechanisms that have some shortcomings.” 


Proposals for systemic modifications, presented in the brochure “Policy Guide- 
lines for the Refinement and Consolidation of Economic Reform Mechanisms After 
1984," the way they were formulated, and the results of consultation so far 
were discussed by government plenipotentiary Minister for Reform Wladyslaw 
Baka (...). He said that the government, responding to understandable expecta- 
tions, wants the relevant work to be so organized as to permit early publica- 
tion--by October, at the latest--of the whole package of legal acts which are 
planned to take effect on 1 January 1984. 


To put it in the nutshell, the proposed institutional modifications--which will 
be discussed by ZYCIE GOSPODARCZE in separate articles--cover the following 
fields: 


(a) Costs and Prices: Obligating enterprises to base their contractual prices 
on a calculation of warranted costs which in turn are to be set in accordance 
with standard norms and co-efficients; replacing percentage mark-ups with lump- 
sum mark-ups; authorizing the Council of Ministers to ban price increases, un- 
less they are justified by factors external to the enterprise /increase in raw- 
material prices, official tariffs, etc/; 


(b) Taxes: Activizing the sales tax; treating the direct /product/ subsidies 
as an element of price and limiting the indicect /producer/ subsidies to enter- 
prises falling under recovery procedures /the last stage before bankruptcy under 
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a now prepared bill/; replacing the progressive income tax with a linear one 
/and taking into account the need to equalize the start-up conditions/; 


(c) Wages: Closely correlating the amount of wages with the economic results 
of enterprise operations, measured by the amount of production, its structure, 
and improvement in efficiency; 


(d) Foreign Trade: Stimulating exports by the expansion of tax concessions 
and other facilities, to be linked to export efficiency; limiting foreign ex- 
change rationing and expanding the scope of hard-currency self-financing of 
enterprises; 


(e) Scientific and Technical Progress: Expanding the system of government 
orders for 8 & D projects, launching a system of state certificates on products; 
stimulating interest in technical and scientific progress on the part of enter- 
prises and the workforce; 


(f{) Fixed-Asset Management: Creating a flexible system under which the pro- 
portion of depreciation allowances kept by the enterprise would be increased 
in step with greater capacity utilization; 


(g) Produces Goods Distribution Management: Firmly limiting the traditional 
form of rationing; expanding the market relations; improving the system of 
government orders. 


Contrary to expectations, these proposals did not provoke a stormy discussion. 
Caution and aversion to frequent changes in the rules of the game were the 
dominant theme. This philosophy was best reflected in the words of Professor 
Bobrowski, the chairman of the Consultative Economic Council. 


First, he said, it should be realized and constantly remembered that many sis- 
takes, often quite serious, were committed in the course of implementing of 
reform-a result of faulty perception of the realities, abandonment of the 
simulation analysis, and impatience of the decision-makers. This is true of 
the overestimation of the results of last year's price increases, underestima- 
tion of budgetary revenues in 1982 /especially from corporate income tax/, 
Council of Ministers Regulation 186/82, etc. 


Secondly, the findings of the latest questionnaire by the Consultative Economic 
Council indicate that “the reform has caught on among a large proportion of 
enterprise directors"--a great achievement considering the unfavorable objective 
conditions and nervous behavior of the central decision-makers. 


Thirdly, a question should be asked about how the proposed modifications relate 
to the target model of reform. Sectoral comparisons will not suffice here. 
What is needed is a comprehensive appraisal of their total efficiency. 


We should go by the Hippocratic principle: “Primum non nocere,” [First, do no 
harm], Professor Bobrowski continued. We are witnessing realignmeut and retrench- 
ment processes and a slow, yet tangible, impact of reform upon the recovery of 
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the market and its becoming a yardstick of economic performance. Let us not 

disturb this process by hasty legislative interterence. New means of economic 
coercion should be introduced only when it is proved that they are not provided 
by the market and the existing mechanisms. And such changes should be preceded 
by careful calculations. This is also true of the new proposed modifications. 


We must not be tempted, warned Professor Bobrowski, by the vision of selective 
influence upon only one or two areas /e.g., production and savings/, just as 
we should avoid too such customized solutions which render possible a come-back 
to discretionary powers and lobbying for scarce resources. Significantly, the 
base adjusting coefficient /linking tax-free increase in wages to production 
growth/ is applied to only 57 percent of enterprises. Of the remaining ones, 
more than a half were granted the right to the highest possible co-efficient. 
Considering the fact that it is the biggest--and best-paying--enterprises that 
enjoy the most favorable co-efficient, one can hardly escape an impression that 
considerations other than economic again got the uppe: hand. 


The opinion that modifications should not be introduced hastily, that they should 
be preceded by careful simulation analysis, and that they should bring the re- 
form closer to its target model was shared by many participants in the dis- 
cussion. 


Several speakers said that the proposed modifications lay too guch stress on 
enforcing current efficiency /at the cost of abandoning the principle of tight 
financing, as noted by Jerzy Albrecht, or even “coddling the enterprises,” as 
described by Professor Zofia Morecka/, while leaving aside the issue of the 
economy's prospects for development. But according to studies by the Consulta- 
tive Economic Council, as recalled by Professor Urszula Wojciechowska, the 
future of our enterprises is bleak--a result of decapitalization of fixed 
assets and the lack of efficien. stimuli to production /which are absent from 
Minister Baka's proposals, too/. 


There was a great deal of unanimity as to the purposefulness of activating 
the sales tax, switching into the linear income tax, improving foreign-trade 
solutions, dividing the depreciation allowances, and abandoning the central 
distribution of production supplies. Controversion was stirred by pricing and 
wage solutions. 


The proposal to base prices on normative-cost calcuiations and to broaden 
administrative intervention in pricing processes gained support from Professor 
Zotia Morecka, Professor Antoni Rajkiewicz, Jerzy Albrecht, and Henryk Kisiel. 
Opposing it were Professors Czeslaw Bobrowski, Cezary Jozefiak, Jan Mujzel, 
lozef Popkiewicez and Czeslaw Skowronek, and Zdzislaw Malicki. 


With all diversity of arguments, the supporters of the proposed modifications 
laid stress on the need to bring the inflationary spiral under control, while 
the opponents pointed out that the normative~-cost conputation hampers efficiency. 


Attempts to abandon it are made in all socialist countries, since it past ex- 
perience is anything to go by a full cost normalization is not feasible, while 
4 sectoral one serves purpose. in our conditions, 4 normative-cost computation 
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will prevent the tapping of vast cost-reduction reserves at enterprises, said 
the experienced practitioner, Zdzislaw Malicxi. 


There was much criticism about the proposed soiutions in the crea of wages. 

Its essence was best formulated by Prof Wojciechowska. All possible formulas 
linking wages to production yardsticks have been tested in Poland, she recalled, 
and none yielded positive results. The attempt at prolonging this year's solu- 
tion for a longer time is like "the return of a nightmare from which [we] want 

to escape." The only promising way is self-financing /wages paid from incomes/-- 
given tight-money conditions and guarantees against eating away the profits /in 
the form of personal-income tax/. As for the time being this is not possible, 
the FAZ system should be retained as a substitute formula. 


Similar opinions were voiced by Prof Czeslaw Bobrowski and Dr Stefan Jedrychowski. 
The proposal was also criticized indirectly by Prof Rajkiewicz who said that 

any modification in the wage area without an official price indexation leaves 

the major problem intact. 


Quite surprisingly, the discussion which was supposed to focus on improving the 
reformed mechanisms was overwhelmed by a debate over the very principles of 
reform. Some leading members of the NOT Federation of Engireering Societies 
launched a frontal attack against the reform, claiming to represent the entire 
engineering and managerial cadre. In the words ot NOT Chairman Aleksander Kopec 
[former deputy prime minister in the late 1970's and early 1980's], this cadre 
does not understand the reform, does not want it, and does not support it. 
Instead, it was claimed, it supports such a model of the state and the economy 
as propounded by the NOT chairman and a group of associates headed by Associate 
Prof Wieslaw Jurewicz. 


This model was described in a booklet presented to the commission and proposing 
a thorough re-writing of seven major laws on reform, especially the laws on 
State enterprises and worker self-management. When recommending this proposal 
to the commission, Aleksander Kopec said its authors--similarily as the prime 
minister--were guided by the desire to adhere to the resolutions of the 9th 
PZPR Congress. The reform has not resulted in any improvement in the economy, 
and does not augur well for the future, he said. The NOT proposals not only 
make possible the fulfillment of the endangered 3-years plan, the anti-inflation 
and the savings programs but chey also promise major progress in modernizing 
and restructuring the econcmy, improving efficiency, increasing production 

and reducing costs. 


They are also said to limit social conflicts caused by the fact that the 
economy--a set of platoons, battalions, corps and divisions--is lacking proper 
methods and instruments of command. In other words, the NOT group has found 
an “economic stone." 


As interpreted by the participants in the discussion, all these targets are to 
be reached by: eliminating the autonomy of enterprises and subjecting them to 
discretionary control of ministries, associations and combines set up at the 
ministerial order; jettisoning worker self-management /Aleksander Kopec: "Our 
intention is to strengthen self-management, vesting it with only realistic 
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powers ai.d shaping its position in such a way as not to encumber the director"/; 
discarding the principle of sccialization of planning processes and returning 

to a detailed, nierarchical mode of planning; abandoning the market mechanisms 
as the basis for the functioning of the ecc -~y which should be regulated by 
whom the NOT group refers to as the managers vut who in fact are the bureaucrat- 
ic apparatus of the reviving vertical structures. 


These proposals met with principled, crushing criticism from vitrually all 
participants. (...) Jan Labedzki said the proposals of the NOT group consti- 
tute an attack against the line of the 9th Congress. "As a member of the PZPR 
Central Committee, I consider it my special duty to firmly oppose such attempts,’ 
he said. “The Central Committee will not permit any retreat from the line of 

the 9th Congress--not only for reasons of principle, but also because there is 

w clear trend towards the acceptance by the [minagerial] cadre and the workforce 
of the reform in such shape as proclaimed by che congress in the ‘Lines of 
Economic Reform." Positive effects of the reform are perceived in the economy 
already now." 


In the opinion of Prof Bobrowski, the NOT proposal is so divised as if to 
mobilize the opponents of reform and opponents of combatting the cirsis. The 
underlying theme of the proposal “which advocates a return to the administra- 
tive command system is great confidence in administrators and disregard for 
self-management ." 


As commented by Prof Aleksander Lukaszeqicz, it takes much insolence to attack 
the line of the 9th Congress while claiming support for its resolutions and to 
exhort the government to take the road of political suicidz, while voicing 
concern for the weal of the country (...). 


Several other members of the commission commented on the value of the NOT 
proposals. The most polite comment was made by Prof Skowonek who said they 
are marked by “economic ignorance.” 


Towards the end of the discussion, a defense of the NOT draft was offered by 
Associate Prof Jurewicz. The NOT proposals are better then the existing solu- 
tions, he said, since they prevent various sorts of manipulation by enterprises, 
and free the managing apparatus from particularistic pressures exerted by the 
workforce and self-management. Prof Jurewicz asked Minister Baka to prove, in 
writing, that the NOT proposals depart from the “Policy Guidelines for Economic 
Reform," and concluded that "one should not stand idly by, while the country's 
economic situation is deteriorating tragically." 


While expressing readiness to prepare the asked list, Minister Baka firmly 
rejected the appraisal of economic situation made by Prof Jurewicz, and noted 
that “even the radio stations hostile to us do not voice such opinions." He 
also said that Aleksander Kopec's comparison between the economy and the army 
is futile, since all known attempts to manage the economy by commands ended 

up in a fiasco. 


In summing up the more than seven-hour discussion, Minister Baka quoted General 
Jaruzelski as saying that there will be no retreat from the line of reform 

laid down by the 9th PZPR Congress. The adopted principles will be fostered 
and those mechanisms which absoJutely need it will be corrected. All this in 
accordance with the principle: "First, do not harm." 
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POLAND 


REVISIONS IN ANTI-INFLATION, CONSERVATIO’. PF.OGRAMS SUMMARIZED 
PAP Rerort 
Warsaw TRYBUNA LUDU in Polish 27 Apr 83 p 4 


[Text] Modified government proposals for combating 
inflation and for resources conservation were pre- 
sented in the Sejm. They include certain proposals 
for changes and suppl2ments submitted during the 
course of the broad public consultation, and includ- 
ing the opinions of Sejm Commissions and the Warsaw 
National Workers’ Aktiv proposals. 


The chief objective of the anti-inflationary program, the so-called stabi- 
lization of inflation and bringing it down to several percent annually, 

met with universal approval. Therefore this goal was retained, including 
the principal direction of activity aimed at increased market production, 
the utilization of all existing creative capabilities, with a simultaneous 
decrease in expenditures, and an improvement in efficient management. The 
program continues to address itself to the enterprises. It depends upon 
them to manufacture an additional quantity of goods valued at approximately 
100 billion zlotys by 1985. 


It is worthwhile, however, to consider the program proposals dealing with 
the utilization of idle buildings for market production. In the previous 
version, these buildings were to be allocated to new local industries. The 
current proposal calls for their use by all light industry enterprises, 

the skilled trades, and the cooperatives. The principle of credit and tax 
priority was also retained. 


The increased market supply of goods is also dependent upon individual 
initiative. Often regulations stand in the way. Im the modified version 
of the plan, the government will be forced to simplify then. 


An increased availability of goods not only increases their quantity, but 


also their durability and quality. The life of many commodities can be 
extended through on-time repairs and maintenance. 


95 

















One of the principal causes of inflation is the increase in the means of 
production. The initial version of the anti-inflationary program con- 
tained an entry stating that the expenditures level should be evaluated 
by the enterprises and by their founding organs, not less than twice a 
year. Based upon this principle, it is foreseeable that internal control 
will be exercised over the expenditures level in the new version of the 
plan. 


A very basic modification concerned the wage structure. Instead of the 
previously proposed freeze on wages, a proposal is being implemented 
together with a former government and Sejm decision governing endowments 
in the health-care sector, and teachers privilege cards, etc., whereby 
future salary increases can only come about from a decrease in employment. 


The point concerning compensation for sanatorium care was also modified. 
Free health care would be provided for patients suffering from work-related 
illnesses and accidents on the job. The rate of compensation will be cal- 
culated based upon the patient's family wages, and not as formerly proposed 
on his individual earnings. 





A requirement for the acceleration of obtaining complete incowe records was 
included, so that it would be implemented by the end of 1983, and not as 
formerly proposed by the end of 1984. 


It was maintained that the proposal for a review of collective agreements 
and enterprise charters in order to verify the particular privileges be 
carried out. The current proposal calls for this review to take place in 
conjunction with the trade unions. 


The proposal concerning the increase in housing funds to 15 percent of the 
construction costs was also upheld. At the same time, however, the enter- 
prises should increase their participation in the financing of this fund, 
particularly insofar as outstanding employees are concerned. 


Another basic point concerns the matter of taxing the nonsocialized sector. 
The modified version of the program emp! sizes the fact that the tax pro- 
gression will not be any higher than the present one. 


Insofar as the income leveling tax is concerned, it will be of a universal 
nature, whereas the previous version proposed that those earning 1.5 times 
the average be taxed. The current proposal will tax those earning over two 
times the average. 


In the new version of the program, the government also obligates itself to 
submit to the Sejm a gradual subsidy elimination program, and will also 
present the public with a complete list of commodities of so-called luxury 
items which would include a turnover tax in their price. 





Following consultation, corrections and modifications were also made in the 
government's resources conservation program. Among other things, additional 
long-range tasks in the area of conservation of fuels, energy, raw materials 


96 











and other materials were included. They included the conservation of coal 
by the centralization of thermal energy production, and conservation in the 
assortment of bituminous coal in the agricultural and private farming 
sectors by implementing central heating boilers adapted to burning fine 
coal. In addition, the starting up of unused factories and the establish- 
ment of new enterprises for processing agricultural commodities, such as 
small dairies, and buttermaking plants is being predicted in the agricul- 
tural ani food-processing sectors. 


The resources conservation program also takes into consideration the propo- 
sal for the easing of bank credits for enterprises undertaking the construc- 
tion of storage areas, warehouses, and refrigeration facilities for agri- 
cultural commodities. It was also proposed that the government plenipoten- 
tiary for economic reform matters together with the ministries concerned 
develop systemic solutions which would hold the worker financially respon- 
sible for poor quality goods, nonobservance of technological discipline, 

and uneconomical use of materials. 


Additional tasks were also implemented in the so-called temporary resources 
conservation program. This included, among other things, the stipulation 
on increasing the production of furnaces fired with sawdust, as well as the 
obligation to turn over used inspection-measuring equipment to its manu- 
facturers, the management rationalization concerning packing materials, 

the initiation of production flowlines, and the processing of waste. Also 
adopted was the stipulation on the establishment of prices for industrial 
wastes on a level commensurate with encouragement of their collection and 
sale. 


Included in the budget conservation program were proposals renouncing 
planned limits on spending for medicines, and the permission for use of 
planned surpluses in the Ministry of Education and Upbringing. 


ZYCIE GOSPODARCZE Commentary 
Warsaw ZYCIE GOSPODARCZE in Polish No 19, 8 May 83 p 2 
[Article by T.J.] 


[iex¢) We are at the beginning of a long and difficult 
road leading to the rebuilding of our nation's economic 
power and standard of living. It is necessary to remove 
consistently those obstacles on this path. It is neces- 
sary to unite all our patriotic forces and not retreat 

in the face of repudiations and limitations. Without 
this, the economy will not be able to overcome the stag- 
nation, inertia, and incapability. In order to bring 
about the accomplishment of these goals, we must review 
our work critically. It is necessary to restore a feel- 
ing of fairness and work ethic, which should be rewarded 
by better pay. We must then as a nation undertake instru- 
mental work initiated by the National Socioeconomic Plan, 
in accordance with the Sejm resolution adopted at the 

28 /pril 1983 plenary session. 
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The plan was adopted. This represents the first multiyear plan in the his- 
tory of the Polish People's Republic which has legal standing. It is also 
a plan which emerged in a different manner and was established unlike all 
other earlier midrange plans. We mentioned this repeatedly, yet truthfully 
it is worthwhile to recall that once again not merely, or vot so much as to, 
even protect its initiators. It is necessary to stress this mainly for the 
reason that the dissimilarity of the plan at a higher level places obstacles 
for its implementors as well as for us all. 








The law on planning passed in February 1982 compelled not only the planners 
to discard their routine, but all those participating in the economic life. 
The rationale for socialized planning is based on this among other things. 
A lack of detailed indicators and microscopic tasks by no means eases, but 
rather makes accounting with the plan more difficult. Partial statistics 
were always rather easy to fabricate but quantities and accounts will not 
lend themselves easily to this. All the more so if they have not been 
imposed, but rather chosen. 


As recently as last summer, the government submitted for public comment 
plan concepts for 1983-1985 encompassing three variants for socioeconomic 
development. Following discussions lasting several months, the Sejm in 
December 1982 declared itself in favor of the variant which predicted the 
protection of consumption. This stage of discussion, according to Deputy 
Premier Janusz Obodowski, served to inform the public on the conditions in 
which they must manage, the difficulty in selecting objectives and 
priorities, and the actual developmental opportunities. 


Following the selection of the specified variant, the planners began to 
develop a specific 3-year plan. This project which is supplemented, or 
as the government describes it, protected by resources conservation and 
anti-inflationary programs, was submitted to the Sejm at the beginning of 
the year, and is now entering its final phase of public discussion. 


As is evident from this brief retrospect, it appears that social debate on 
the methods for resolving the nation's economic crisis lasted uninterrupted 
for many months. It was not a half-hearted discussion in any of its 
stages, nor were government proposals met with indifference in any sector, 
it was never an old-style discussion full of praise and approval. 





Quite the opposite, it was a critical discussion at all times and was thus 
noted in our columns. Deputy Premier Obodowski noticed, however, that the 
criticism directed at the plan was characterized by constructive public 
concern. This could only have aided the plan. Modifications were effected 
in government documents, and this came about in important matters, not 

third rate ones. We cannot mention all the modifications, since for example 
the anti-inflationary program was altered completely, however, several can 
be noted: 


--The tax ceiling was increased, causing its inclusion in the income 
leveling tax; 
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--The eventual plan to impose a one-time levy on the public in case of 
failure of the anti-inflation program was abandoned; 


--All unused buildings were to be allocated not only to the local industrial 
enterprises, but to all economic units which could utilize them for market 
production; 


--The initiation of a deduction for the development fund was abandoned; 
--The intention to freeze wages for 3 years was also abandoned; 


--The government was obligated to submit to the Sejm a gradual system of 
elimination of economic subsidies, etc. 


In other words, many changes were implemented, and an exact listing would 
include several dozen typewritten pages. The attempt to guarantee protec- 
tion of public consumption through an improvement in management efficiency, 
represents the common denominator linking the majority of the modifica- 
tions. 


Of course, this does not signify that the unmentioned proposals have all 
been fulfilled, as this would be impossible, although these are the more 
frequently repeated postulates. Deputy Premier Obodowski explained it 
this way: 





"The government could not and cannot change its position on certain matters. 
This would threaten the solutions set forth, and would negate the leading 
aspects of the plan, which while maintaining the general aspects, also 
advocates more efficient management and a return to economic equilibrium. 
Serving as examples are the postulates which bring into the plan additional 
central investments. Each of the proposals presented has its specific 
motive, but all of them together would be needed in order to restore 
general economic equilibrium and in particular market equilibrium." 


This explanation has its motive, but as it appears from the discussion at 
the Sejm plenary session, it has failed to convince everyone completely. 


In presenting the ZSL [United Peasant Party] position, deputy Boleslaw 
Struzek noted that the Sejm program makes no reference whatsoever to the 
income parity of the farmers. The deputy was amazed and disturbed by 

this, because parity is generally considered to be a very important instru- 
ment of agricultural policy, proof of which is noted in the statement of 
the joint PZPR Central Committee and NK ZSL [United Peasant Party Supreme 
Committee] resolution of January 1983. 


Next, the SD [Democratic Party] deputy Jerzy Jozwiak expressed, among other 
things, the hope that the reality of the plan's increased services is a 
delusion, and that the private sector will engage in the development of this 
area only in conditions of permanent increases in the means of production 
and uneconomical tax trends. He also pointed out that the lack of distinct 
systems-type solutions in the light industry sector does not correspond 
with the objectives placed before it. 
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ChSS deputy Stanislaw Roztworowski (incidentally not the only one) was not 
satisfied with the lack of a specific program which departs from the state 
control of fuels, raw materials, and other materials. At the same time he 
stressed that work in the distribution sector encompasses approximately 
12,000 persons. In his opinion, these individuals can be utilized in more 
productive work. 


Deputy Maria Sarnik indicated that the tragic state of many of the old 
residential buildings would redirect a significant portion of the funds 
for repairs, otherwise we will be faced with the prospect of turning over 
to the tenants unpainted and collapsing buildings. 


PZKS deputy Zbigniew Zielinski expressed one of the more prevalent views 
noted in all the earlier discussions concerning critical opinions. He 
noted that the plan implements tasks which are too cautious with regard to 
structural changes. 


A list of conditions and comments submitted during the Sejm plenary session 
could be drawn out; each of its participants (and not only) retained a feel- 
ing of dissatisfaction. This is, however, an inescapable phenomenon, since 
it is necessary to choose, and of course the planning process is based on 
this. Deputy Premier Janusz Obodowski took this into consideration: 


"The plan established objectives and tasks in line with capabilities. 

These capabilities of course are not equal to needs. Ambitions and needs 
significantly surpass the widely understood capabilities of our economy. 
Therefore that is why the choice of objectives to be accomplished is so 
difficult. This is also why the views of the workers, the farmers, and the 
intelligentsia were of such importance. They favored a more profound justi- 
fication for specific solutions and proposals." 


This is why the plan and its principal resources conservation and anti- 
inflation-ry program outline were adopted. Now we must include our own 
efforts, in order for them to be achieved at the highest level possible. 
This will not be easy for any of the sides which have any influence on the 
course of economic progiss. All the practical tasks in the plan itself, 
as well as in its programs are unusually tension-oriented. 


This is especially true of the resources conservation program on which, de 
facto, the entire 3-year plan depends. If it does not succeed in achieving 
the highest degrees of decreased use of materials, raw materials, fuels, and 
energy since the war, then it will also not be possible to accomplish the 
basic economic objectives, and that which is to follow, specifically social 
objectives. 


A fairly prevalent belief exists that the fulfillment of the economic 
objectives adopted by the Sejm will depend principally on the scope of 
implementation, or the ability to make use of the economic tools (though 
to be honest, we must note that the theory of better utilization of 
administrative-command measures also has its adherents). 
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Of course, there are many justifications, such as the opinions which make 
the valid claim that the implemented portion represents the weakest part 
of the plan and programs. 


Yet implementation in itself, though it may be the best from the point of 
view of the rules governing the art of planning and management, is not 
since it cannot represent a guarantee for success, considering our current 
and specific conditions. This guarantee can only be represented by reform, 
interpreted nonetheless as a social process, and not as an economi:- 
financial system. It is appropriate then to pay specific attention to 
this, since we do not lack for indicators which demonstrate the danger of 
the application of econometrics to reform. 


In our economy there exist with great certainty more reserves and potential] 
opportunities than disequilibrium and shortages. Thus the reserves will sot 
be freed, nor will the potential be fully mobilized by any set of economic 
measures if it is implemented in a social vacuum. The adherents of the 
economic means of control hope that such methods will establish the effec- 
tive activities needed by our economy. The coercion toward a specific 
attitude and economic behavior by the economic measures will, however, only 
be effective when the public wants to submit actively and not indifferently 
to the disciplines of rational thinking. 


In other words, the reform cannot only be for the people, but it must also 
be by the peovle, who are certain of their intent, aware of the results of 
their work, and convinced of their subjectivity. Therefore so much depends 
upon the level of development and strengthening of the workers’ self- 
management organizations in the enterprises, and whether they will repre- 
sent an authentic unit and will be inclined to and capable of sharing the 
decisionmaking process. 


These relationships among the proposals were expressed concisely by deputy 
Stanislaw Trojanowski, who determined that to carry out the tasks encom- 
passed by the plan, it is necessary to activate the national forces, or 
establish a suitable sociopolitical climate. 


Deputy Premier Obodowski also took this aspect of pla. fulfillment into 
consideration, however, he made no reference to the role of self-management. 
Obodowski declared that: "A suitable social climate is developing among 
the factories, insofar as the plan fulfillment is concerned. It has been 
precipitated by a profound conviction concerning the necessity and 
inevitability of the proposed tasks (...). We observe numerous ways for 
involvement in the fulfillment of these programs by many employees. In 
this matter, the workers and the technically oriented intelligentsia 
demonstrate great inventiveness and initiative. Following the joint PZPR 
Central Committee and NK ZSL plenum resolution, socioproductive activity 
was initiated in the rural sector. Farmers are submitting proposals which 
attempt to improve the services sector, commodities, and turnover, and 


supply.” 
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These observations are gratifying in spite of the fact that there exists a 
phenomenon in many of the enterprises, as the deputy premier put it, of a 
purely general verbal declaration of support for the programs, that is the 
tendency to seek frugalness in one’s neighbors, but not in one’s own back- 
yard, certain economic «mits are also seeking special powers and privileges 
for themselves, and saddcling the government with obligations. 


The attitudes are then varied, and this is not surprising. This was true, 
is so now, and will be in the future. The fact of the matter is, however, 
that the figures must be advantageous for both the economy and the populace. 
This is dependent upon many factors, but in the final analysis, it depends 
on how everyone will meet their obligations, which come in the form of a 
social division of labor, and how each individual will take advantage of 
those opportunities created by the reforn. 


12229 
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AUDIT AGENCY CHALLENGES INDUSTRY PRICING PRACTICES 
Warsaw ZYCIE GOSPODARCZE in Polish No 25, 19 Jun 83 p 9 
{Article by U.Z.: "Distorted Prices"™] 


[Text] In the 4th quarter of 1982 and the lst quarter of 1983, the Supreme 
Chamber of Control with the participation of district price inspectors and 
the State Trade Inspectorate made a study of stabilizing and fixing prices in 
industry, small goods manufacturing, and socialized commodity turnover. The 
purpose of the study was to investigate the functioning of the new price sys- 
tem and to counteract excessive freedom of enterprises and cooperatives in 
price setting. The study involved 300 enterprises of various branches 
(metallurgy, machine industry, chemical and light industry, food industry, 
lumber industry, small manufacturing, and trade). 


Most of the enterprises and cooperatives inspected were exceeding the plan 
financially, due mainly to increasing calculations of costs that are the 
basis for stabilizing prices. To a certain extent this had causes external 

to the enterprises studied, specifically setting inflated conversion indices, 
unfamiliarity with conditions of providing materials, etc. There were subjec- 
tive causes also, however. In spite of frequently inadequate exploitation of 
means of production and sustaining unjustified costs and losses, high prices 
made complete self-financing possible. This is particularly true of enter- 
prises and cooperatives that use contract or adjusted prices. 


In turn commercial and cooperative enterprises did not take advantage of legi- 
timate authority to counteract the increase in prices. The range and effects 
of price negotiation were insignificant. This was due both to the inadequate 
supply of goods and to the dominating role of producers, frequently monopol- 
ists. Producers reluctantly reached agreements of sale or tried to set condi- 
tions unfavorable to trade in the agreements. On the other hand, commercial 
enterprises were not interested in dropping prices because the higher prices 
also provided them with higher incomes. The principle of dropping prices 
when the quality of goods fell, described in the regulation on prices, was not 
observed either. 


It is estimated that at the end of last year, 45 percent of articles and ser- 
vices bought by the population had official prices, 15 percent had adjusted 
prices, and 40 percent had contract prices. On the other hand, for maintenance 
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and investment articles, these price categories had a ratio of 32.8 and 60 
percent respectively. Various irregularities in setting prices were con- 
firmed in 70 percent of the enterprises and work cooperatives studied. 

There were irregular (usually increased) calculations of costs in 56 percent 
of the adjusted prices and 38 percent of the contract prices. Official 
prices did not require as many adjustments; this was due mainly to differ- 
ent methods of price setting. In 68 percent of the calculations checked, 
intermediate costs were increased: material costs by 55 percent, and labor 
costs by 29 percent. 


The desire to provide income to cover all costs, both non-fixed costs and 
eventual losses, and to secure means for development and for other needs aris- 
ing from the principles of self-financing of enterprises, inclines the enter- 
prises to plan inflated rates of use for raw materials and supplies, to 
increase the labor intensiveness of production, to increase rates of pay and 
rates for claims, to set aside reserves to cover unforeseen costs, and to in- 
crease rates of profit. On the other hand, according to the Supreme Chamber 
of Control, objective causes that inhibited honest and precise calculation of 
costs and prices during the past year must include a lack of adequate lead 
time in decisions at the central level pertaining to price stabilization, 
frequently using inflated conversions for product prices, difficulties in com- 
munications at the end of 1981 and beginning of 1982, and difficulties con- 
nected with this in obtaining information on the extent to which prices would 
rise from the cooperating parties and suppliers. Lack of complete data on 
supplies, and therefore on the amownt of production, also had a real signifi- 
cance for the calculation of manufacturing costs; and anticipation of central 
decisions that would increase costs (e.g. increase in contributions to the 
Social Security Agency) inclined enterprises to building in calculation re- 
serves. 


In effect in most of the enterprises studied, indices of profitability with 
respect to manufacturing costs exceeded significantly the level planned and 
used in the computation of prices. This pertains basically to all categories 
of prices in spite of differences in bases on which they were computed. 


Here are a few examples. During three quarters of the past year, the 
Bydgoszcz shoe factory, Brda, met 86.6 percent of their production quota in 
comparison with the same period of the preceding year, but made 120.3 percent 
of the profit of the preceding year. The computed profit was more than 43.3 
million zlotys. Thirteen products with contract and adjusted prices, which 
accounted for 80 percent of production, yielded 25.3 million zlotys of excess 
profit. Increasing the calculation depended on setting raw materials prices 
35 percent higher than actual prices, costs of production 20 percent higher, 
marketing costs 119 percent higher, and equipment costs 100 percent higher. 


During the first three quarters of 1982, production in the knitting plant, 
Diana, in Sulechowo, was 72.6 percent of production during the same period 
of the preceding year, but at the same time, profit was 86.2 percent, which 
was 211 percent of the profit planned for that period and 153 percent of the 
profit planned for the entire year. The index of profitability was 45.6 per- 
cent (a year before the plant sustained a loss of 1.3 million zlotys). 
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Adjusted prices were improperly stabilized; excessive use of materials was 
built into the plan, prices of raw materials and labor intensiveness of manu- 
facturing were exaggerated, and plant costs were planned to be approximately 
35 percent higher than actual costs. 


In three quarters of last year, central imported wine cellars realized a pro- 
fic four times greater than the preceding year, and they exceeded the planned 
profitability index by a factor of three in spite of decreasing production by 
35 percent and only «n insignificant (8 percent) drop in employment. Advan- 
tageous financial results were due to stabilizing high official prices of wine 
and simultaneously dropping the turnover tax and trade margins, which was 
connected mainly with presenting inflated calculations to the Price Adminis- 
tration. For example, in the price of the wines, Egri Burgundy and Cabernet, 
the wage cost and purchase cost vas inflated by 50 percent, and the marketing 


cost by 40 percent. Similar improprieties occurred in the Warta winery where 
the basic costs of direct materials were inflated. 


2950 
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ROMANTA 


IMPLEMENTATION OF *NEW ECONGMIC MECHANISM’ DISCUSSED 
Duchare-* ERA SOCIALISTA in Romanian No 10, 25 May 83 pp b-7 


[Review by Univ Prof Florin Burtan of the book "New Economic-Financial Mechanism 
ami Consolidation of Self-Management" by Nicolae Ceausescu, Political Publishing 
House, Bucharest, n.d.7 


Nicolae Ceausescu's theoretical works are distinguished by their breadth 
and » based upon a sound knowledge of the realities of Roranta and the 
world in the present period. They reflect active, creative thought as an exarp- 
le of an inseparable tie with life and socioeconomic experience. Those very 
traits accentuate the revolutionary power of thought that operates with accepted 
abstract concepts ani introduces new concepts into the circulation of ideas by 
developing well-known principles that remain valid and by demonstrating ths need 
of discarding the ones that are outmcded in theory and practice. 


From this standpoint, the book "New Economic-Financial Mechanism and Consolida- 
tion of Self-Management," a component of the series of collections “From the 
Economic Thought of the President of Romania," reflects some particularly imspor- 
tant problems in Nicolae Ceausescu's prodigious theoretical work. The book 
stresses the point taat the dynamism of the Romanian economy, the modernization 
of its structure, and the progress mde in reising the people's material and 
cultural living standard are to be explained by the primary role of the objec- 
tive factors, by the mobilization and pruden% allocation of the nation's mte- 
rial and human resources, by the working masses' participation in economic mn- 
agement, and by fulfillment of the requirement to begin a new quality in all 
sectors of sociceconomic activity. Accomplishment of these requirerents will 
strengthen the created technical-raterial base and the exirting human capacity 


effects of the world economic crisis on Romania. 


In economic theory and practice the term "mechanism" may mean the 
way one espect of economic activity operates or, by correlation of 
of the activity, the operation of the economy as a whole. Thus we 


the mechanism of price setting, that of planning, that of 
extending credits, that of clearing etc., but also of the 











econami 
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general. The economic mechanism is the entirety of methods and instruments of 
orgardzation and management of the national economy. It is an act of economic 
policy intended to attain the goals set in economic activity through its appli- 
cation and observance. 


Constant important improvements have been made in Romania's socialist econory, 
but they were made for a long time within certain limits which, despite the in- 
provements achieved, did not permit radical changes in management or orgariza- 
tion, in mobilization or eificient use of the productive factors, or in the 
forms of material incentive and liability. 


On the basis of our party and state leader's theory of inestimable theoretical 
and practical value concerning the conditions created in Romania for transition 
to a new quality the Plenum of the RCP Central Cormittee of March 1978 decided, 
at Nicolae Ceausescu's suggestions, to perfect the economic-financial mechanism 
and, in fact, to introduce a new economic mechanism. The latter corresponds to 
the developmental stage of the Romanian economy and makes purposeful use of the 
objective economic laws in a uniform way for purposes of both improving all com 
ponents of production relations and exploiting the socialist system's advantages 
for material production. 


This book, which includes selected texts from reports, speeches, studies and in- 
terviews, presents the ideas about the inherent relationship between the new 
economic-financial mechanism and strengthened self-management in an organized 
and logical order that will guide activity in all fields and serve as an aid to 
scientific research work and teaching. All the mterial is organized according 
to the essential problems of the subject: (1) Workers self-management and self- 
administration as essential components of the economic-financial mechanisn, 

(2) Improvement of planned management of the national economy, (3) Provision 
for the material base as essential to the operation of the economic-financial 
mechanism, (l;) Improvement of the finance and credit system, (5) Improvement of 
the price and rate system within the present economic-financial mechanism, 

(6) Material incentive and the economic incentive system, and (7) Greater econo- 
mic effectiveness as the major aim of the economic-financial mechanism. 


The chapters so headed make it quite clear that the new economic mechanism duly 
covers all aspects of economic activity, namely the method of organization and 
management, the indicators used and the means of affecting them, the price sys- 
tem and the material incentive, the raw material bave, supply and specific con- 
sumption, financing the activity and reproduction, profitability and social use- 
fulness of the products, efficiency and flexibility in order to enhance the lat- 
ter, etc. So designed by the party and its secretary general, the new mechanism 
facilitates conversion of all activity to economic principles and development of 
initiative and makes it possible to fully exploit the advantages of the socialist 
system by combatting isolation, inflexibility and red tape. 


The new economic mechanism is to be viewed and applied as a whole and in all its 
aspects. Separating any one aspect from the whole actually means violating the 

whole and then application of the new mechar’.sm is out of the question. As Ni- 

colae Ceausescu said on this very subject, "We must take the most assertive ac- 

tion to consistently apply the new economic nechanism in its entirety, not just 

taking from this mechanism what appears advar..ageous to certain enterprise 
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managements," since “the entire activity mst operate on the economic principles 
and within internal budgets, and every enterprise must take real responsibility 
for the way it manages the resources entrusted it by society and must secure 
maximum exploitation, maximm productivity, maxirmmm savings and, of course, a 
maximum increase in profits.” (p 21) 


In view of the goals of mobilization and maximum exploitation of the entire m- 
terial and manpower potential and of actual implementation of the principle that 
socialist society is a society of united socialist producers who know the econo- 
mic laws and use them in their own interest and in that of society as a whole, 
workers self-management and economic-financial self-administration are essenti- 
als and binders of the new economic-financial mechanism. 


The new mechanism involves all socioeconomic activity but concentrates on the 
enterprise as the basic cell of the economy. The production means are the con- 
mon property of the people, who are also the beneficiaries of the results of 
their use. Specifically, however, socialist ownership has been made operatio- 
nally autonomous for economic units. Each collective of an enterprise has re- 
ceived a part of the common property to administrate and manage, and its members 
accordingly combine the capacities of owners, producers and beneficiaries. It 
is necessarily responsible for the way it manages the resources entrusted to it 
and returns them to society, with a profit and a greater profitability. There- 
fore the enterprise is organized and operates on the principles of workers self- 
management and economic-financial self-administration. As Nicolae Ceausescu 
points out, "We have begun self-management and self-administration with the pro- 
vision that every unit shall have its own budget of incomes and outlays and the 
workers as owners, producers and beneficiaries shall take direct responsibility 
for good management of the resources entrusted by the people and participate in 
their administration. Every worker, every office worker and every engineer is 
J eel of the enterprise, an owner of a new kind, namely a collective owner." 
p2 


Self-management and self-administration mean greater responsibility for everyone 
and for the collective as a whole, responsibility for the integrity and growth 
of socialist property, for restoration of the funds received from society, for 
self-financing and greater economic effectiveness, for the quality and perfor- 
mance of the products, for the behavior of every member of the collective, for 
the amounts of the incomes of the working unit and its components, etc. 


The party secretary general regards workers self-management and economic- 
financial self-administration as a single principle of enterprise management and 
organization. The one cannot be conceived or understood without the other, and 
only together do they synthesize the democratic and direct, purposeful partici- 
pation of the working class and all categories of workers in management of the 
units to which they belong. The collective management organs (general assem- 
blies and workers councils) have been institutionalized to this end as an ex- 
pression of revolutionary workers democracy. Their rights and obligations have 
been extended and legislated. The place for decisions on all problems of the 
economic units' activity and responsibility has been shifted downward to the en- 
terprise level, since the workers are actually the owners of the enterprise and 
are directly responsible for maintenance and protection of the property entrus- 
ted to then. 
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All this prorpted measures to improve planning, with increasingly close collabo- 
ration between the state organs and the new democratic bodies for enterprise ma- 
nagement, and a number of planning functions were transferred to the latter. 
Uniform management of the economy according to the Uniform National Plan was co- 
ordinated with the autonomy of the economic units and with workers self-manage- 
ment and economic-financial self-administration. For instance the plan for so- 
Cioeconoric development is drafted by each enterprise according to its produc- 
tion capacities and its domestic and foreign orders, but in compiling its own 
draft plan each enterprise proceeds from the preliminary regulatory levels as- 
Signed to it, including in it tasks indicative of the transition from extensive 
to intensive development in the present stage. However, determination and ap- 
proval of the plan also require observance of the consurption norms, improvement 
of product quality and supply, and implementation of all plan indicators. 


In this view "production at the highest qualitative level with the lowest mate- 
rial and labor outlays and maximum profitability and profits” (p 47) is the es- 
sence of the new economic mechanism and its basic aim. 


In singling out greater economic effectiveness as the main requirement of the 
new mechanism, the party secretary general specially emphasizes some courses of 
action essential to the present period, First come increased labor productivity 
through mechanization and automation of production processes and better occupa- 
tional and technical training of workers, technicians, engineers and all person- 
nel. “Let us never forget that socialism -wst demonstrate its superiority to 
capitalisn not only in technology and quality but also in labor productivity and 
economic effectiveness, The better we perform and the more we increase economic 
effectiveness and profits the better we shall demonstrate the superiority of the 
free and united labor of the people and of all workers in socialist Romania." 

(p 156) Second are reduced consumption and savings in all activities. Since 
inputs per unit of output are sometimes higher than comparable ones on the 

world level, it is intended to increase production by at least 15-20 percent by 
Setter management of material resources. Reduced material consumption is direct- 
ly associated with improved organization of technical-material supply, with con- 
stant observance of typification and standardization of material inputs, and 
with recovery and reuse of materials. Third are intensified exploitation of na- 
tural resources and output of high-quality products with intensive processing 
from the same quantity of raw materials. "Better exploitation of raw materials 
means better use of labor. It is only with complex ani highly skilled labor 
that we can make technically and economically valuable products." (p 168) In 
fourth place, improved use of fixed capital and production capacities is hizhly 
important. Romania's econory has been equipped with modern capacities and equip- 
ment on a high technical level. The existing capacities must yield maximum pro- 
duction and only then can investments in new capacities be approved. Meanwhile 
accelerated rotation of the enterprises’ funds and circulating capital as well 
as more effective foreign trade demand attention. Especially in view of the 
lifficulties caused by the worldwide economic crisis and of a very active compe- 
tition, "We mst make every effort to enable Romanian products to compete in 
quality and technical standards with any corparable products on the internatio- 
nal market and also to ensure a high economic effectiveness and greater profita- 
bility ant profits." (p 165) 


Improvenent of the price-setting system is of vital importance to improved eco- 
nernic activity and the efficiency of the whole economic and social mechanism. 
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The main defect is that a number of prices were set without consideration of 

social production outlays or the criteria of the law of value. in Nicolae Ceau- 

sescu's judgment "It is only with correctly set prices that the enterprises can 

take steps to reduce operating ty to increase profitability, and to elimi- 
P 


nate the losses in some products,” 111) The measures to improve and update 
prices include the real costs in the prices, providing for consideration of the 
law of value. It was wrongly maintained for a lone time both in economic theory 
aml in practice that prices no longer have any important function under social- 
ism and that they can be set regardless of the volume of social outlays. This 
idea was followed by the one to the effect that socialism demonstrates its su- 
periority by its ability to maintain unprofitable enterprises and activities. 
But as the party secretary general says, the enterprises “have no incentive to 
try to eliminate losses, reduce consumption or make profits when no matter how 
expensively they produce the state makes up the difference out of the budget and 
sets artificial prices below the actual production costs. (p 113) 


A view that is highly important and significant as a spur to action indicates 
that the critical and basic problem in connection with the state of prices in 
the Romanian economy is further reduction of production outlays and of consup- 
tion of materials and manpower and growth of productivity, followed by further 
reduction of costs as a main factor determining the effectiveness of the whole 
economy, stability of prices, and their reduction under certain conditions. 


The reassessment of prices and their better correlation in each case with the 
use value of the products and the social outlays made the sectors, enterprises 
ani every product profitable. Thanks to that action the profits were set so as 
to enable the enterprises to form their own funds, helping the economic units 

to secure their self-financing and lower their costs. Nicolae Ceausescu said, 
"Let us see that every unit resorts less and less to production credits and has 
funds on account at the bank to finance its activity. It is the essence of the 
new economic mechanism to produce on the highest qualitative level with the low 
est material and labor outlays and the maximum profitability and profits.” (p 17) 


Accordingly the old financial plans were replaced by the internal budget of in- 
comes and outlays. It was not a formal change but a qualitative one. Under 
the new conditions the economic units are to balance their budgets with their 
own resources and obtain the financial results needed to form their own funds 
and to contribute to general social development. "The budgets of incomes and 
outlays are nothing formal but a means whereby each enterprise's management and 
the workers general assembly can obtain maximum economic effectiveness." (p 8) 
The new economic mechanism cannot be applied unless the effectiveness and profi- 
tability of every enterprise continue to grow. Any activity must meet some spe- 
cific requirements of society, and the price must be set accordingly. Society 
cannot subsidize activities out of the budget that are unprofitable due to 
faulty organization er exceeding the consumption norms. When all units are in 
a position to make a profit, naturally "no subsidy out of the budget” will be 
ranted any longer "to any economic unit. We shall have to shut down the units 
that operate unprofitably. No activity can be performed without economic effec- 
tiveness and profitabilityi" (p 83) 


The emphasis on greater economic effectiveness in the new mechanism made it ne- 
cessary to improve the system of indicators and to put profits and net producti- 
on in first place. ut the latter are value indicators intended to encourage 
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reduction of material outlays, greater profitability ani general growth of the 

national income, while the values must always be covered by physical production 
because the profits are made solely on the basis of commodity production sold 

and paid for, The party secretary general is ouite right in saying, for exan- 

ple, that we cannot give the public milk, meat etc. in terms of value and that 
implementing physical production is the essential problem. "Physical production 
and commodity production sold and paid for must be placed on the same level as 

net production, The new economic mechanism cannot be applied without producing 
and selling goods or without physical production." (p 52) 


Meanwhile basing all activity on economic principles did not and could not elimi- 


nate all differences in profitablity of the products. The result planned on the 
levels of the economic unit and the sector allows for those differences. There- 
fore the output in terms of value must be produced in accordance with the plan- 
ned structure. Otherwise discrepancies arise with bad effects on the harmoni- 
ous development of the economy and cause a veritable chain of disturbances in 

certain fields as well as shortages in the public's consumer requirement. 


The party secretary general brings up some points about the material incentive 
in connection with these probless. The individual material incentive system is 


an integral part of the new economic mechanigm, especially as it will be adjust- 
ed to the Program To Apply the Decisions of the National RCP Conference of 16- 
18 December 1982 on Remuneration for Work and Distribution of Workers' Incomes. 
Rermneration and participation in distribution of incomes are the main means of 
combining the workers' individual intereste with the general, collective inter- 
ests. Under the old system individual incomes could be obtained, within certain 
limite, regardless of the economic units’ overall results. But under the new 

mechanism individual incomes directly depend upon the incomes of the respective 
unit. Wo longer can anyone receive incomes through redistribution among econo- 
mic units by means of subsidies out of the state budget. As Nicolae Ceausescu 
says, "No one can secure better living conditions any longer if his enterprise 
is not operating as it should, Actually workers self-management requires every 
collective to perform an activity and to achieve a profitability sufficient to 
provide for both the remuneration and the profits for social development, main- 
tenance of the state and the armed forces, and all social activity." (p 18) 


Ry the new standards of remuneration no one can receive a guaranteed income un- 
less he works accordingly. The intended proportions between the amount of re- 
muneration and the extent of plan fulfillment, the improved system for profit 

sharing and awarding bonuses, the growing proportion of the latter in total in- 
comes, their payment in proportion to each one's work, and the removal of ceil- 
ings on distribution make application of the principle of distribution accord- 
ing to work more consistent. The same purpose will be served by the regulation 
required by consistent application of the new economic mechanism and by basing 
activity on economic principles, so that not only workers’ incomes but also the 
incomes of those with different functions in an enterprise, central or the eco- 
nomy in general will depend upon the economic results. 


The measures taken in distribution, especially the expansion of the overall con- 
tract system, are accelerating the growth of labor productivity. 


As an act of economic policy, the new mechanism directly meets the requirement 
to improve pro*iction relations in keeping with the developmental stage of the 
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productive forces. It determines production relations objectively as regards 
socialist ownership of the production means, enhancing the incentive role of the 
social enviroment in which the ownership obtains. Of course the existing and 
purposefully determined relations are legislated, being enforced by the lezal 
stamiard of their compulsory observance. The greater autonomy of the economic 
units and the development of democracy do not mean that Romania's laws can be 
Violated, but to the contrary. "Further development of workers democracy and 
improvement of the framework for the masses' direct participation in the manaze- 
ment of all sectors require consistent enforcement of the laws of the state and 
consolidation of order, discipline, and collective and individual responsibility 
oar efficiency of all activity in the respective enterprise or institution." 
D 


The new mechanism will function as a true "mechanism," perfected and regulated 
to serve the ends of creating the fully developed society and a new 
quality in all socioeconomic activities, only if everyone acts purposefully and 
the efforts of all are effectively correlated and combined. The book "The New 
Econoric-Financial Mecharism and Consolidation of Self-Management” is a valuable 
ard precise instrument for study and knowledge of Romania's president Nicolae 
Ceausescu's guidelines and directions on the subject. 


[186 
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YUGOSLAVIA 


MARITIME SHIPPING CAPACITIES, PERFORMANCE 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 9 May 83 pp 16, 18 


[Text] For the first time since the World War II, Yugoslav shipping is 
reducing its capacities. The merchant fleet had, at the end of last year, 
1.5 percent fewer ships (5 vessels), so that it numbered 327, with a total of 
2,452,068 grt, or 3,803,744 dwt, which is 0.3 percent less, compared with 
1981. 


More worrisome than the loss of capacities is the age of the ships. The 
number of vessels older than 15 years, rose from 38.5 percent in 1971, to 
57.5 percent in the last year, and the Yugoslav merchant fleet not only 
earns less but also does not meet some standards for docking in foreign 
ports. The procurement of new ships, in the last two 5-year periods, has 
been lagging, and that along with the above stated facts, has also been 
emphasized in the conference of the Executive Committee of the Yugoslav 
Maritime Business Association in Zagreb, last Wendsday. First, from 1971 to 
1975, only 27 percent of the vessel procurement plan was realized, and 
second, from 1976 to 1980, only 44.7 percent (measures in grt) was realized. 
Therefore, at the end of 1980, the Yugoslav merchant marine numbered 339 
instead of 461 ships. Chances for realization of the current midterm plan 
of development are not much better. Up to now 19 ships have been ordered 
from domestic builders, which is 40 percent of those planned on; one new 
ship from the clearing area, which is 7.1 percent of planned, and four ships 
from abroad, or 5.6 percent of planned volume. 


Total cargo movement, by the Yugoslav fleet, was also lower last year compared 
to a year earlier (3 percent), and had reached 24.7 million tons. Total 
international transport is 2 percent lower, while transport between domestic 
ports was 11 percent lower. Transport of goods for export had increased by 
13 percent, but declined 11 percent for import, causing an 8 percent lower 
participation of the merchant marine in the total Yugoslav international 
trade. Even transit transport of goods by Yugoslav vessels, through domestic 
ports has been lower by 31 percent, and measuring the entire volume of 
maritime transport through our ports shows a decline of 10 percent, while 

in the same period, in foreign ports it increased by 3 percent. 


Earnings of foreign currencies by the merchant marine declined by 16 percent 
last year, compared with 1981, caused mainly by unfavorable conditions in 
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international shipping, inadequate domestic regulations, policies, and measures 
of economic poltic, and had barely reached $854.2 million. The drain of 
convertible currencies is also lower (9 percent). The net inflow of 
convertible currencies is therefore also 27 percent lower (it reached $289.2 
million). Shippers last year noted a drop in shipping charges, while the 

cost of vessel exploitation rose, though in absclute numbers these costs 

were lower because of smaller fleet capacities. 


Because all costs and incurred obligations, could not be covered by total 
achieved earnings, for the first time a loss of 316 million dinars appeared. 
This “red balance", is worrisome particularly because shippers calculated 
depreciation only according to the rates determined by law, and because earning 
conditions in international maritime markets are not expected to improve in 
this year. 


The Yugoslav merchant marine was, in the last year, burdened mostly by a lack 
of convertible currencies, that was enhanced by obligations for payment in 
these currencies, of export and import transport of fish. The Federal 
Executive Council was forced to borrow from the reserves of convertible 
currencies, in order to prevent retention and impoundment of Yugoslav vessels 
in foreign ports. Since unpaid obligations are continually mounting this 
year, so that domestic shippers already owe foreign partners $160 million, 

it is obvious that this sector (of Yugoslav economy) falls deeper into a 
hopeless situation. Excessive costs are also growing because the ships are 
unable to pay docking fees and thus are being retained in ports, waiting for 
passage through canals, while toll is being paid, exclusion of domestic cargo 
from the transport etc. 


9982 
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YUGOSLAVIA 


BRIEFS 


CROATIAN PORT TURNOVER--In 1982 total Croatian maritime port turnover amounted 
to 42.4 million tons, 2 million tons (or 13.7 percent) less than the previous 
year. Croatian ports account for about 75 percent of total goods turnover of 
all Yugoslav ports, as well as 75 percent of transit shipments through [mari- 
time] ports. Port traffic for all kinds of goods declined, the only increase 
was container traffic (32.6 percent increase) and 28,890 containers were 
handled [in Croatia], but the port of Koper [Slovenia] handled 46,600 containers, 
representing a 28 percent increase. As a result of the decline in Croatian port 
turnover, foreign exchange earned also declined by 19.4 percent, including a 
23.2 percent decrease in convertible currency. [Excerpt] [Belgrade PRIVREDNI 
PREGLED in Serbo-Croatian 14 Jun 83 p 1] 


SUGAR BEET HARVEST--The sugar beet crop planted this spring on about 140,000 
hectares is progressing well. About 2,000 hectares more were planted than last 
year, although the plan called for reducing the area by about 40,000 hectares. 
About 24,000 hectares have had to be resown because of insect attacks. Judging 
from the present status of the crop, a harvest of 5.8 million tons of sugar 
beets can be expected which would enable the production of at least 760,000 tons 
of sugar. [Excerpt] [Belgrade PRIVREDNI PREGLED in Serbo-Croatian 7-8 Jul 83 
p 3) 


SHIPBUILDING PLAN THREATENED-—-Contracts concluded up to now to build 84 ships 
by 1986 for domestic and foreign buyers is in question because of dinar and 
foreign exchange illiquidity of our shipyards. According to the plan, 30 per- 
cent of the ships were to be built for CEMA countries, 20 to 30 percent for 
domestic shippers, and 40 to 50 percent for the convertible-currency area. As 
is known, domestic shippers have been under pressure as a result of the inter- 
national decline in trade, and tariff [earnings] have not been good in foreign 
exchange or dinars, so shipbuilding has been cancelled. Foreign buyers are 
also postponing payment to shipyards and shifting deadlines, all of which 
financially restrict shipyards. It is a question of large dinar and hard 
currency sums which no shipyard can provide under the present circumstances, 
and one cannot figure on bank support, either. For instance, at the end of 
1982, 82 ships had been contracted for, and this year only 2 new vessels have 
been contracted for. In addition, 28 ships valued at 614 million American 
dollars were contracted for from the convertible-currency market (including 23 
ships valued at $524 million to be purchased on credit and five ships valued 
at $90 million to be paid for in cash). Also contracted for were 37 ships 
valued at 979 million clearing dollars from the clearing-account area and 18 
ships for domestic shippers valued at 15 billion dinars. Emergency measures are 
sought to meet this new situation which threatens the ship construction plan. 
[Text] [Belgrade PRIVREDNI PREGLED in Serbo-Croatian 20 Jul 83 p 8] 
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